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PREFACE 


The DLPENDEiNCE OF cconoiiiic devclopuient upon an adequate level and 
composition of saving hardly requires elaboration Unfortunately, econo 
mic planning in India has had to cope vith lack of knowledge on how 
much IS saved, vho does the saving, what form the saving takes and 
the moHvaiing forces for such saving in our economy 
The National Council of Applied Economic Reseaich addressed itself 
to filling this major gap in our economic intelligence and piovidmg com- 
prehensive data on savings foi difleienl scctois in the Indian economy 
as early as 1958 The Council adopted two different prongs to the study 
a surves apploach which ^smuld pioside distributional and motivational 
data foi the Individuals’ sector ivhich foims, of course, the single most 
irapoitant sector in the econont) and an aggregate approach which would 
provide the most leliable cstimaies of saving for the economy as a whole 
The National Council conducted a pilot suivey of Urban Saving in 
Delhi in 1959 and developed appiopnate methods and techniques for a 
large scale survev The all-India Uiban Saving Survey was started in 
April i960 and a preliininaiy rep'oit on the findings is expected very 
soon A pilot rural survey is already in the held with a view to appraising 
the magnitude and forms of saving that originate in the rural sectoi and 
an all-India suivey will be undei taken 

The aggregate appioach which the National Council adopted to airive 
at the best possible estimates of saving in India involved the systematic 
collection, processing and analysis of the data available in a wide variety 
of sources which could give an overall pictuie of the magnitude and 
pattern of saving foi the thiee major sectors, namely. Individuals, Corpoia- 
tions and Government Theie exist at least three independent methods 
to arrive at aggregate estimates of saving from the totality of all the data 
available The first method ai lives at a measure of saving by adding net 
foreign investment to total domestic investment where both the estimates 
are independently made from aggregate investment data This method 
known as the tnveslmenl method is based upon the fact that at 
the aggiegate level saving and investment must be equal The second 
method attempts to derive sav ing by subtracting consumption expenditures 
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hom dibposablc income The esimiates oC chbjiosahle income .11 c uboally 
duiied fioni miuonal income suiisiits while cUua on (onsumptiou arc 
bulk up fioiu available siaiibUcs on coubumption cNpenditures Ihib 
mcihod IS bomcumcb called llic jnoducl method The third mclhod 
known as the imtunhonni method pveseuis csumaics oC savinc, tleiived 
independenth from a ivide laiicii ol insulin lonal daia li not onh 
piosidcb a meaburc of aggiegatc saving, in ihe ecoiioiin lini also \ieldb 
useful information about the composiiion of saving; 

The National Council used all the tlirec methods to derive saving 
ebtiinatcs piebeiiicd in this volume but the second one is used only for 
purposes of checking d he indirect cbiiinaicb of saving based on the 
inv'estnient method aie somewhat highci ihiin the direct Cbtimales based 
on the institutional method which suggests ih.ii funhci research might 
help nariow^ down tlie diflercnccs * 

Estimaies of saving have been made previoiish b\ some individuals 
working on the subject Moie leccntly, the Rcseivc Bank of India has 
done considerable woik in the lield Ihe esinnaies denved by the 
National Couned adopting' dihcrcm methods contain elcinems which 
distinguish them from the csuniaies that have been attempted so far 
1 he techniques adopted for tstiiiiaiing Individuals’ gioss investment in 
diffcicnt assets for the carliei jcais (picceding the period igjS-qg) and 
those used for calculating depreciation allowances in Older to arrive at 
the net value of curient iincsuncnt and the coricsponding net saving 
deseivc to be mentioned in pailiculai 

The National Couned also undciiook a detailed anahsis ol Imancial 
statements of different catcgoiies of coipoiations, paiLiculailv for the small 
companv sector to aiuvc at better csiiniaies of Coiporaie saving An 
impoitant ichncnicni of this study is in rcgaid to the coipoiaic invcnioiy 
valuation adjustment which helps elnmn.iic capital gams and losses result- 
ing fiom changes m puces of nncuLoucs foi the nicasuicmcnt of saving 
1 ‘uithcr the National Council analvscd the hnancial statements of almost 
all the Coveinmcnt companies icgisicrcd undci the Indian Companies 
Act and derived then saving and invcstnient estimates, thus making the 
Government sector estimates moic comprehensive 

I his volume presents the findings of the National Council’s studv of 
saving thioiigh the aggregate approach foi the pciiod 1918-49 to 195758 
An earlier version of this studv appeared in the form ot a paper on 
having in India picscntcd b\ me to the Ainciicaii htatistical Association 
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in Dcccmbci i9-,g ' I lie National Council lias utili/cd all the avail- 
able niforniation in publisbed and unpublished souncs in budding up 
the present saving estimates and it is believed that the saving data pre- 
sented here arc about the most reliable estimates possible in the conlext 
of oui present staiistical knowledge and availabilil) of data 
The lindmgs that emcigc fiom this eomprchensivc stud) suggest that 
sa\ing in India has inci eased substaniiall) from about Rs 3,200 millions 
m 19^8-49 to Rs 12,100 uiillioiis in 1957-58 The iclatnc shaies of the 
three major seelois, xnZj Gosernment, Corporations and Individuals 
aeeountcd for about 15 per cent, 5 per cent and 80 per cent respective!) 
The study rcv'cah that direct saving by Individuals in physical assets has 
declined somewhat during the pciiod 1948-49 to 1957-58, which suggests 
that Individuals' s.ivino aic channelled more and moic into the other 

O 

scctois for prtjduciivc investment The aveiagc saving-income ratio which 
stood at about 0 per cent during the pciiod 1948-51 went up to 8 pel cent 
during the Fust Five Year Plan peiiod and furthei inci eased to 10 per 
cent during the hist two )cars of the Second Plan 
The maiginal propensity to save in India appears to be as high as in 
mail) advanced countries and, in fact, is higher than suggested by pievi- 
ous studies Over the past decade it seems to have been of the order of 
20 per cent which, if continued, auguis well foi the futuic growth and 
health of the Indian economy This is particularly Hue if some changes 
can be made m the composition of saving Though the estimates 
picsentcd in this study .iie believed to be reasonable, they arc unavoid- 
ably subject to a eonsideiablc margin of crior and so should be used 
with caution 

The National Council has a long-term plan to continuously cheek 
and* improve the saving estimates thiough lurther woik on aggicgate 
study and the rural and uiban suivt) piogrammcs The Ruial Saving 
Survc), in particuiai, is expected to tlnow light on saving m the much 
laigci area of the non-moneti/ed seetoi of the economy about which 
our piesent knowiedge is, of course, vciy pool 

The National Council icceivcd vciy valuable coopeiatiou in the collec- 
tion of both published and unpublished data fiom various organuations 
including the Reseivc Bank of India, Department of Company Law 
Admirtistiation, Central Statistical Organisation, Olliec of the Cominis- 

ip S lokanalhan, “Saving in India'’— 7 /jc Aviutcan Stalnlical Anouaiioit, i(j-,g, 
Washington D C 



sionci toi Lmplo>cci>’ Pro\idcnL Fund, Office of the Controllei of Insur- 
ance, etc to all of Aslioin the C,ouncil is vcr\ much indebted 

The project was undei the immediate charge of Di J Sat^analayana, 
senior economist ol the Council r\ho woiked under the guidance and 
ducction of the Diiectoi-Geneial Mi M V Ch.iri and Mi S D Khosla 
assisted in the studs 

The pioject from its initial stages was developed with the most valu- 
able guidance provided b> Prof Iiwin Iricnd of the Umversit) of Penn- 
s)I\ama, Philadelphia, LSA who is a well known inteinational aullio 
rity on saving studies I wish to place on record m\ sincere thanks to 
Pi of Friend 
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CHAPTER 1 


INTRODUCTION 

Tnr iMPORT^Ncr or a study of saving cover ing the sources of funds for 
capital formation in a de\ eloping economy like India hardly needs an\ 
elaboiation It is the act or process of saving which, regardless of the 
foim It takes, directly oi indirectly finances or makes possible economic 
investment Not all investment is wise or desirable, but investment, as 
a whole, is the ojk? qua uon of economic development A nation’s saving 
and investment piopensities also plav a central lole in economic stabiliza- 
tion 01 in the degree of utilization of cMsting economic lesouices While 
full utilization of existing resources is frequently given a second order of 
importance to lapid deselopnient as the primary economic goal in under- 
de\ eloped economies, the two goals are, of course, inter-relalcd Thus 
in taking measures to increase s.iving piopensities, care must be taken nor 
to reduce the combined public and private investment piopensities if the 
total of lealized saving or investment is to be raised 
The National Council of. Applied Economic Research undertook a com- 
prehensive study of Saving in India in the fall of 1958 cmplosing a num- 
ber of different approaches The piimar\ objective of this stud^ is to 
arrive at the liest possiiilc estimates of saving that originate in different 
sectors of the economs identifv the components of saving for each sectoi 
and investigate the pattern of their utilization Foi the purpose of this 
studv, the economy is divided into thicc major sectois viz. Individuals 
Coiporations and Government The project has attempted to analyse all 
available data on saving and imesimcnt in India and to supplement them 
wherever necessars and feasible with the collection of new information 
In addition to the aggregate estimates of saving piovided in this volume 
the National Council has also taken steps to check and supplem^nf these 
estimates with detailed data on Incln itluals’ sasing derned from urban 
and lural household suivevs, including a substantial amount of new^ distri- 
butional and motivational information The urban siirvev entering sav'- 
ing in ICJ5C) has just been completed and the lural survet entering saving 
m igfio (and perhaps in iqfii) has just been initiated 
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While the National Conncil’s cstnnalcs of aggregate sa\ mg presented in 
this volume are believed to be the most coinprchcnsisc and itlmblc and 
represent a substantial Improtcnient on the data prcviousU asailalde, tbc>e 
estimates aie still subject to a numbei of signibcant dcrincntics ivhich uill 
be discussed subsccpicntlv 1 he collection analssis and ssslciiiaiic pie 
sentation ot the basic statistics attempted m a romprclicnsivc manner in 
this studs facilitate comparison and reconc illation of the sarioiis estimates 
of saving and msestmen't made bs other icscaich bodies .ind individuals 
within and outside, the Govcinmcnt' The stndv throws light on the 
statistical limitations of the availalilc data and helps determine how far 
even the best possible csiiniaics fall shoit of ibc basic conceptual and stalls 
iical requirements The investigation also aims to dcteiminc the icla- 
tionship between saving and income and other related aggregates foi 
diffeient sectois of the ctononn and to evaluate the corresponding .tverage 
ind marginal propensities to save It seeks to appraise the saving beha 
viour of the Indian economv with a view to indualiiig bioacllv the likth 
trend in the volume and composition ol s.iving which mav be useful as 
guidelines for future economic planning At a later stage of the National 
Councirs invcstig moil it is hoped to provide iisclul insiglils into wavs ol 
influencing the total and toim of s.iving in tlesiied directions 
The monogr.aph is dnidcd into two parts The first part deals with 
the basic conceptual pioblcms encountcied in the sludv and the final ordci 
ol m.agmtudes of saving and invesimeni ol dilfcreiu sectors of the ccononn 
indicating their saving behaviour and lolc in genciatmg capital foimaiion 
The second pan discusses in detail the actual methods of estimation used 
in this study and appraises bricdv the vaiious sets of estimates of saving 
and investment available at piesent with a vaew to attempting leconcilia- 
lion among them It also attempts to piesent the basic statistical data in 
a concise and svstematic mannei logethci with all the supporting tables foi 
the estimation of saving and investment 


1 (i) K V R Avadhani. A K Ghosh R M Honavar and M I Tnkha ‘Savings 
m the Indian Union, 194950 to 1954-55’, Papf)'; on h'attorial Income and Allied 
Topics, Vol I, Indian Conference on Research in National Income. 1960 

(n) V V Bhatt “Saiings and Capital rorniation’ , Economic Denelopment and 
Cultural Change, Chicago, April 1959 

(lu) ‘Estimates of Saiing in the Indian Economy’, Reseive Bank of Indm Bulletin 
Bombay March i960, ' 
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CONCLPIS AM> DeIINOJONS 


Saving 

The saving of .in economic nnii is defined as ihe net change in earned 
surplus 01 as the change in earned net xocnth during a given period. Saving 
can be measined either from the curicni account or the balance sheet 
In the ca^e of the cuiient account it i.s mcasuied as the difference between 
current income of the economic unit and ns cuiient expenditure includ- 
ing ‘taxes and c.apital consumption allowances This measuie of saving 
corresponds to the cfiange in earned surplus Saving is also equivalent 
to the net change in assets and liabilities of all economic units during a 
period of time, exclusive ol all gains or losses fiom revaluation of assets 
or from capital transfers These balance sheet changes ivhen netted out 
appear as change in earned net worth which corresponds to earned surplus 
in the current account 

In principle, the net change in earned surplus is equal to change in 
earned net wortli and saiing as measured from ilie current account and 
balance sheet will not differ fiom each other provided (i) both exclude 
all valuation changes in an identical manner, (ii) both make the same 
distinction between cunent expenditures wdiich do not appear in the 
balance sheet and capital expenditures which do, and (in) both follow the 
same method of adjusimcnf for .iccruals and transfer items 

It may be noted that, as is customaiy in such anal)sis, saving includes 
net investment in capital goods and in financial claims but not in human 
capital or in reseaich 

hweslmcnl 

Investment in tlic economic sense is defined as net additions to capital 
sto(L dining a given period In other w'ords, it includes the acquisition 
of all types of ncwl) produced <apital goods such as buildings, plant and 
inachinei*) and other equipment and changes in the total volume of busi- 
ness invcntoiics but excludes financial investment as in sccuiities or other 
claims such, as bank deposits, pension and insurance funds Economic 
investment adds dncctly to product or income whcieas financial investment 
or the acquisition of used capital goods or non-repioduciblc assets such 
as land docs not 

Investment can be measured through the balance sheet oi the asset 
account of an economic unit which shows the gross or net acquisition of 
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capital aoods 1 he sum loial of invosiincm ticins loi diffuciu ceonoinu 
units piovidcs an csiimaic of naiional nncstnicnl Anothet estimate of 
national mvesunent can be deuved fioin the piodiictioP of capital goods 
suitably adiusted fov distiibuttsc costs, imcntor) changes, net c\poits tie. 
but this appioach docs not piostdt a bitakdown foi diflerent cronontu 
units In general, while estimating in\estnitnt of ati economic unit .ind 
national investment as a whole, the same treatment is gi'cn to capital 
consumption allowances, tiansfei items and capital gains and losses as in 
estimating saving 

b(wei Gionps 

Saving (oi invcsimcnt) wlmi aggugaied foi all iimts belonging to a 
specific group or the nation as a whole gives a measinc of total saving (oi 
total investment) coiicsponthng to the gionp oi the nation I be saving 
(or investment) of a single mdividn.d oi a household, though vers impor- 
tant in determining the economic wcifaic of liic individnal oi the house 
hold, possesses little economic significance at the aggrcgnluc level Aggre- 
gation at some level or other is, thcrefoic ncccssai-) for a proper economic 
analysis of the saving behaviour of the ctononiv in gcncrnting capital for- 
mation However, the gioupmg of economic entities should not he sti etched 
to such an extent as to make it lose us ccononnd significance for bchaviou- 
iial analysis A propei balance needs to be stiuck and the economic unit 
defined m such a was as to lend itself to a compichcnsivc and meaningful 
treatment of saving behaviour and saving motivation To some extent, 
of course, ability to isolate laigc but relatively homogeneous subgroups of 
the population for satisfactory analysis mas he limited bv avadnbihtv of 
data The breakdown of economic sectors in this study — into Individuals. 
Corporations and Government — is the minimum (and peihaps even less 
than minimum) desirable for analytical pui poses but the maximum per- 
mitted bv data availability 

Consumer Durables 

An important conceptual issue that arises while mcasuiing saving (or 
investment) is the treatment of consumer durables which arc sometimes 
treated as capital expenditure and hence as saving and invcstnicnt, and 
sometimes as current expenditure and hence as consumption These* items 
are not normally considered to help the generation of income in the same 
sense as other capital goods For this reason, they me not ordinarily 
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treated as capital expcndituies On the other hand such assets are not 
completely consumed (oi utilized) within a typical accounting period 
Hence, there exists some diffeiencc of opinion .imong economists on the 
appropriate treatment of such goods in saving studies ‘ For the puipose 
of this study, it was decided to consider consumer durable goods as part 
of saving, but because of paucity of data onh automobiles,^ tiucks and 
other transport equipment arc included in the estimates of saving and 
invcstincnt In India, the treatment of consunioi durables is of course 
not so significant statistical!) as in more developed economies 

Difjcteul Conccl}(s 

There exist dilferent concepts of saving (oi investment) which could 
broadly be grouped into thice distinct categories (a) the social accounting 
concept, (b) the business accounting concept, and (c) the cash-flow concept® 
The social accounting concept of saving attempts to come as close as 
possible to changes in real stock of assets whose economic services extend 
beyond an accounting period It eliminates all types of capital gains and 
losses whethci, realized or unrealized from the measurement of saving 
According to this concept, saving is measured on an accrual basis rather 
than on a cash basis and capital consumption allowances are calculated 
on the basis of replacement cost rather than on original cost 
The business accounting concept of saving accepts all realized and un- 
realized (but reflected in accounting books) capital gains and losses as a 
part of current transactions and is based on an accrual basis rather than 
on cash accounting It usually allows for depreciation on an original cost 
rather than on a replacement cost basis 

The cash-flow concept of saving is much simpler than the other two 
This disregards all types of capital consumption allowances as well as 
atciuals and valuation changes in measuiemcnt of saving This is a gioss 
concept of saving and is particularly useful in the study of flow of funds 
between different sectors of the economy. 

To the extent possible, the social accounting concept has been used 
though, as will be seen, a number of departures have been necessarv All 


1 For a complete discu'iSion of ilic pios and cons for treating consiiniei duiablcs 
as part of saving, sre Iivin Fncnd and Robeit Jones “The Concept of Saving’ , 
Consumption and Saving, Vol II, Univeisity of Pennsylvania i960 
a Foi a detailed discussion of these concepts, see R W Goldsmith Stuih' of Saxrtug 
in the United States^ Vol I, Pnnccton, 1955. 
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the coiKcpts ot saving ha\c been einplnyed m ibis study to some 
extent 


SoMi: (,ONCi I’l I'Ai Pitoni i ms 
Capital Consumption Alloimnces 

The treatment of capital consumption allowatKes in sating studies 
desert cs paiticular inention While gioss saving has analttica! utditv for 
some purposes, net saving is the more cconomitally mc.inmgfnl and useful 
concept Depreciation is an estimate of the iiirrcnt tscar and tear of 
machinery, buildings and produttion equipment, and saving (tthub is 
retained earnings) must be measured net of such <osts Depreciation mat 
be determined eithei on the basis of oiiginal cost or on the basis of replace- 
ment cost The social accounting procedure suggests that depreciation 
must be measured in cm rent prices ]usi like all othci costs including 
materials valued at current prices In the usual business practice, the 
original cost of an asset is rccoveied in equal instalments o\cr its life time 
This practice assumes that the use of an asset is cqualh spicad throughout 
Its peiiod of useful life Howes ci u is conceivable that an asset ina's lx; 
used more in the beginning and less in the subsequent periods This 
might impb calculation of depreciation on the basis of diimnisliing 
balances or a variant of it Moie impoitant in practice the rcco\cr\ of 
original cost may considciabh under-state the actual icplaccincni cost of 
depreciated capital goods in a period of signihcantU rising prices 

Capital Gams and Losses 

Another conceptual problem is the iicatincnt of capital gains ,md hwscs 
which lesult from changes in prices and consequent changes in value of 
fixed assets and inventories owned by business films individuals and Go\ 
ernment Capital gains and losses aic of tivo types realired and unrea- 
lized Capital gains and losses arc a feature of business ivhich occur most 
commonly tlnough changes in prices of inventories held by business Reali- 
zed capital gams and losses also lesult from sale of assets In cither case, 
they should not be considered as a pan of cuirent income and should not 
be reflected m saving and investment The necessity of eliminating capital 
gams or losses on inventories is of paiticulai importance since relatively 

small changes m prices may be associated with laigc inventory profits oi 
losses 
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Scope or the Study 


Geographical Coverage 

The estimates of saving and investment made in this study relate to 
the Indian Union including Jammu and Kashmir and Andaman and 
Nicobar Islands The coverage is thus co-extengive with the political 
boundaries of the country 

• 

Period Coveted by the Study 

Y 

The accounting period adopted for the purpose of estimating saving and 
investment in this stud) relates uniformly to financial years ending in 
March It also corresponds to the national accounting period as used by 
die National Income Unit, Planning Commission and other Government 
Organizations dealing with national aggregates In cases where the basic 
data are available for accounting periods other than financial years, appro- 
priate adjustments are made to convert such data to financial years The 
annual estimates of saving and investment cover the period 1948-49 through 
1957-58 which forms the first decade of the political independence of the 
country The study thus covers three years preceding the First Five Year 
Plan, the entire First Plan period and two years of the Second Plan 

Classification of Sectois 

For the purpose of this monograph, the entire economy is divided into 
three major sectors, namely. Individuals, Corporations and Government 
The sector “Individuals” is in fact a non-Corporate non-Government 
sector and includes unincorporated business enterprises and non-profit 
organizations as well as other individuals It would be desirable for analy- 
tical purposes to separate out non-farm unincorporated business, farmers^ 
and non-profit organizations but it is not possible to do this from aggre- 
gate data except for specific business assets and even that at too great 
a cost in terms of reliability 


Measurement 

In this study both the balance sheet and current account methods are 
adopted wherever applicable to estimate saving and investment An 



lO 


iNin\ 


<uicii.pi IS also made lo dense csttmaics of saving and invesimeni. based 
on difleient concepts, loi each of tlic seciois in the econonn 

Wheie feasible alieinaine sets of sax mg and investincnL csttmaics 
aie deiived, pat iiciilailx lot the Individuals sector and tlit nation as a 
xxhole National saxing is dc lived ftom the Inxcstintni Method bx 
adding net' foreign investment (measincd fiom eurreni account) to total 
domesne inxestmeni as well as bx aggregating saving of different 
scetois of the eeonomx Vgain. Indixiduals’ saving is deiived in 
two different ways 'I he iiiM appioach mcasuics Indixiduals* saving 
as a lesidual afici dcdueting fiom total National saxing the saving 
attiibuted to Coipoiate and Goxeinmcnt seeiois, the second appioach 
attempts to estimate Individuals saxing fiom aggregate data on Indivi- 
duals’ physical mvcsimeiu and components of financial saving The 
second method max be termed the “Instituiional Approach” since it 
depends on data on Individuals saxing in the form of currenty, bank 
deposits, provident funds life insmance, securities etc. available fiom a 
xx’ide variety of dillciciu institutional soiiices The National Council 
estimated Individuals’ saving b\ components fiom jmbhshcd and unpnb 
lished data made available by the couilcsy of the Reserve Bank of India, 
Company Law Admimstiaiion, Coniiollci of Insurance and Life Insurance 
Coiporation, Lmployees’ Provident Pund Commissioner and others 
In both appi caches Individuals’ phvsital investment is largel) estimated 
from identical sources so ihat, lo this extent, the two estimates of saving 


are not completelv independent Individuals’ gioss physical investment is 
estimated fiom data available in National Sample Siuvcys, Ruial Credit 
Suiveys, Census of Mamifactiues etc, while depieciation on such invest- 
ment is estimated b\ the National Council applving approptiaie methods 
as described in Pait II It iiiav be noted that a thud appioach to esti- 
mating Individuals’ saving, b\ deducting cstimaitd consumption based on 
product data fiom peisonal disposable income could be made only to a 
limited extent foi checking purposes 

Corporate saving is deiived from cuiicnt income and current expendi- 
ture including capital consumption allowances while Coiporate invesiinent 
is estimated from an analysis of corpoiate balance sheets on a sample basis 
Separate estimates of saving and investment are made for different types 
and foi different size groups of coiporalions based on the National 
Council’s analysis of financial statements of samples of such companies 
together with data lor large corporations derived from sample analysis of 
company finances made by the Rcseive Bank of India 

Government saving and investment aie estimated fiom current and 
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capital accounts of administi alive departments and departmental com- 
mercial enterprises as given by the Genual Statistical Organisation 
Saving and investment of statutory autonomous corporations are derived 
by the National Council from the financial statements of such corporations 
The estimates for Government corporations (companies registered undei 
the Indian Companies Act) are prepared by the National Council by 
analysing the income and expenditure accounts and balance sheets of all 
Government companies The estimates of saving* for different sectors in 
constant prices (1952-53 prices) are given in Tables 11 to 14^ 

Summary of Findings 

To summarize briefly some of the major results, the national average 
saving-income ratio in India inci cased from 6 per cent in 1948-49 to 
1950-51 before the First Plan to about 9 to 10 per cent in 1956-57 and 
1957-58, the first two years of the Second Plan, and the marginal annual 
saving-income ratio appears to be in the neighbourhood of «o per cent 
which is significantly higher than the estimate made last year by the 
Reserve Bank of India® The recent average saving-income ratio of 9 to 10 
per cent, which can be more leadily compared with corresponding rauos 
m otlier countries than the marginal ratio, seems not too different from the 
• average for many othei countries including the United States though 
there are some countries sucli as Japan and West Germany where the 
ratio IS notably higher 

The national saving-income latio can of course be expressed as the sum 
of three pioducts — the pioduct of the ratio of Individuals’ saving to Indi 
viduals' disposable income times the latio of such income to the national 
income, and corresponding products for tlie Coipoiate and Government 
sectors The peisonal 01 Individuals’ saving-income latio (including farm 
and non-farm umncoiporated business) inci eased from 5 per cent m 
1948-49 to 1950-51 to 8 to 9 per cent in 1956-57 and 1957-58 The 
Corporate saving-income ratio varied with no clear uend around an 
average of 30 pcT cent (39 per cent before inventoiy valuation adjustment) 
while the Government saving-income ratio rose from 7 per cent to 10 per 
cent The Coiporate average saving-income ratio was much higher than, 
while the Government aveiagc saving-income ratio was not much different 


J ‘ire also Chart 1 1 

s LsUraaicd at 7 4 per cent m the Reserve Sank of India Bulletin, March 19G0 
Howe\er, this figure seems too low even on the basis of the Resme Bank series 
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from, the personal sector — results tshich conform fairly closely with find- 
ings m other countries The Corpoiate marginal saving-income ratio was 
also higher than the corresponding ratio for Individuals but the reverse 
seemed true for the Goveinment marginal saving-income ratio As a con- 
sequence, the rise in Goveinment income as a proportion of the national 
income probably served to curtail slightly the advance in the National 
saving-income ratio However, corporations have never played a substantial 
role in the Indian economy or in the saving total as they have in other 
countries, accounting for only 2 to 3 per cent of National saving in the 
1948-49 to 1957-58 period, with Individuals and Government accounting 
for roughly 81 to 82 per cent and 16 per cent respectively The share of 
the Government actually seemed to decline somewhat over this period 

The Indniduals’ saving-income ratio in India compares more favour- 
abl) uith other countries than the National saving-income ratio The 
National saving-income ratio has been depressed relative to the situation 
in many other countries by a smaller Corporate sector (though the 
unincorporated business sector ma) compensate to a considerable extent) 
and by a smaller Government saving-income ratio 

It would be be)ond the scope of this brief summary to review the 
majoi findings 1 elating not onlv to the total saving of the major economic 
groups but also to the trends o\er the past decade in the components 01 
forms of savang in India or to the composition of saving in India as com- 
pared iMth other countries 

This summary would not be complete, however, without explicit recog- 
nition of the major limitations of the estimates made and of the resulting 
anal) SIS The pimcipal statistical limitations lie in the tentative nature 
and the large maigin of error in the estimates of first, gross investment 
in capital goods by the Individuals’ sector (including farm and non-farm 
unincorporated enterprises) and, second, depreciation on such goods 
Indeed two significant components of gross investment had to be omitted, 
V 17 , investment in all t)pes of capital goods by non-corporate trading 
concerns and investment in imcntones by farm households and unregis- 
tcicd non-corjiorate bodies In addition, only a small amount of imputed 
saving (leflecting non-paid labour) is icflcctcd in the estimates, though this 
IS a more seiious problem in gross than in net saving or investment 

Apart from data deficiencies, the principal limitation in the anal) sis 
arises from the shoit-time span for nhich data arc available so that the 
estimates of the marginal propensity to save arc subject to a substantial 
margin of uncertainty This study attempts to make the best estimates 
possible at the present stage of development of the basic statistics but also 
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cmphasi/cs ihc inrscapahic, JnnitattoiB of ih{ <lit» ain! ff mv 

be pointed out that in the lU'tr future tfu Nation ?! fan.ntsf hop. jo 
have indcpcrukni estimate, of tin inan:ui t! proproMts to ‘ter |ro-<i 
survc} data uhicli tell sene is a ehet on the eMitnatf, obtajnnl 
the aggregate data pre‘^cnird in this sofiiim 






CHAPTER 2 


NATIONAL S y\ V i N G 

Aggregate saving (or iiivebtnient) of ihc tfoiiomy is defined as die* sum 
total of saving (or investment) ol difleient cconomie uniis, I’or die 
purpose of this study^ as noted cailici, the* eninc eeonoiu) is divided into 
(hree sectors (i) Individuals, (ii) Coipoiaiions, and (iii) Gosenuneiu 
This three fold classification is considered as die most detailed hieahdotsn 
which IS feasible in view of the \aiious piaeiual liiniiaiions including 
the non-avadability of detailed statistical infoi in.ition separating businesN 
Iroin personal accounts in the Individuals’ sector Ihc ihtee scctois 
distinguish quite different econoniie gioups, and this classification is 
expected to facilitate an appiaisal of the saving bchavioui and to some 
extent motives for saving of the majoi saver groups 

It is essential to make a distinction in regard, to natioiialiiv of the 
savers and dieir location while aggi'egating the sectoral estimates of saving 
(or investment) at the national level The domestic and foieign com 
ponents in saving (or investment) of all sectors must lx. segregated in 
order to arrive at the aggregate estimates for the nation as a whole I’he 
lelationship between different types of aggregate saving (oi invesinicnt) 
with respect to then foreign components aie suminaii/ed lielow . 

Classification of Aggiegatr Saving 

Saving of Indian nationals (including Corporations and Government) 
in the form of 

(a) Assets held in India 

(b) Assets held abroad 

(a) +(b)=Domestic Saving 

Classification of Aggiegate Investment 

1 Investment in India by 
(a) Indian nationals 
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(b) Foreign nationals 
(a) + (b)=Domestic Imestraent 
2 Net foicign investment by Indian nationals 

=:Net financial investment of Indians abroad mums 
net financial imestment by foreigners in India 
Domestic investment plus net foreign investment are of course equal to 
domestic saving Efforts are made in this study to segregate national and 
foreign components of saving and investment of different sectors of the 
economy 


AtrERNAlIVL EsnMAtEs 

The saving of an economic unit, by dehniiion, is related to the corres- 
ponding investment, although the two need not necessarily be equal 
Investment may within a unit, paitly oi wholly, be financed by its saving 
or through external resources or both Tins phenomenon, although it 
appears to be complicated for a single economic unit such as Government, 
Corporations or Individuals, becomes much simpler when saving and 
investment arc aggregated foi the entire nation In a closed economy 
both arc equal since the total of changes in financial assets of all economic 
units must be equal to the total of changes in financial liabilities (includ- 
ing equities) and only ph)sical investment remains as saving for the nation 
For an open economy, i e , one having transactions with the rest of the 
world, total national or domestic saving can be derived from total national 
or domestic investment respectively and vice veisa by allowing for net 
foreign investment The estimates thus obtained provide a measure of 
saving or investment for the country 

Total domestic investment, as already mentioned, comprises all types 
of reproducible domestic tangible assets Attempts are made in this study 
to estimate each separately on a sectoial basis for Individuals, Corporations 
and Government 

The changes in foreign balances arc estimated by the National Council 
from different sources The balance of payments statistics published by 
the Reserve Bank of India relate only to transactions that pass through 
Its exchange control department Profits retained in business by foreign 
branches and foreign controlled companies and foreign investment in 
kind are not shown in the balance of payments statistics The hoards 
of gold smuggled from Persian Gulf ports and sold in India do not find 
an entry in published balance of payments data although they should 
be treated as capital outflows for purposes of estimating net change in 
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foreign balances Profits retained by foreign branches and controlled 
companies and foreign investment in kind are estimated from the Reserve 
Bank survey data on Foreign Liabilities and Assets and Banks Monthly 
Bulletins while the value of gold smuggled into India is estimated from a 
recent study of the Bank 

An indnect estimate of saving in India is made in this study by adding 
net foreign investment (measuied from current account), suitably adjusted 
for transactions not reflected in the balance of payments statistics, to 
domestic investment, a procedure which will sometimes be termed as the 
“Investment Appioach” to saving estimation The methods of estimation 
of domestic investment are discussed in detail in Part II The derivation 
of net foreign investment is also discussed in detail in Part II Tables 2 1 
and 2 2 shoiv estimates of saving and investment in curient prices for the 
period 1948-49 to 1957-58 

A direct estimate of saving is alsQ made by adding together the savings 
of the three sectors, vi7 , Individuals, Corporations and Government 
The methods of estimation are discussed in the follownng chapters The 
data aie shown in Tables 2 ", and 2 4* 

Different Concepts 

A distinction is drais’n between nel saxnng and g)oss saving in the tables 
presented in this volume The gross concept of saving corresponds to 
the cash flou concept The net concept represents a measure of saving 
according to business accounting procedure, without making any adjust- 
ment foi inventory profits 01 losses For meeting the requirements of 
the social accounting concept, it is necessary to further adjust the business 
accounting concept to show depreciation on a replacement cost basis and 
make a valuation adjustment for reported inventor\ investment by all 
sectois 

Because of the paucity of essential price and other data, it was decided 
not to convert the corpoiate book depreciation or original cost figures 
to a replacement cost basis, which probably lesults in some under statement 
in the estimates of such depreciation made in the study However, the 
more economically important and more statistically defensible inventory 
valuation adjustment to eliminate corporate inventorv profits or losses 
IS made to the National Council’s knowledge for the first time in India 
For the Individuals’ sector depreciation is estimated in 1948-49 to 1957-58 

’ S( c nKo Cliarts 21 22 and 2 ", 



An Indirect Estimate of Gross Investment and Saving in India, 1 948-49 to 1 957-58 
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luptts and 1 !j piobably not iai iioni a rcplaccjiiciii cosl baj>is, but licic 
no esumale is made ol inajoi aicas of invcnioiy invcsliiicni and hcncc 
no mvenloiy valualion ad]U 6 lme 7 il seems waiiantcd I'uilliei details on 
these matteis aic given m the iclcvant chaptcis 

SUMMAIU OF I'lNDlNGS 

The National saving-income latio (which is always mcasuicd net of 
depieciation unless othciwise spccifaed) vaiicd hom roughly b per cent 
in the three yeaf period picccding the First Plan to 7 to 8 pei cent duiing 
the five years of the First Plan and 9 to 10 per cent dining the fust two 
ycais of the Second Plan Where two peiccntages aie given, the lowei 
figure IS obtained fiom the sum of the diicct estimates of saving foi the 

three major savei groups while the highei hguics ate deiived fiom the 

indirect estimates of the total saving The leasonable pioxinntv of the 

lesults of the two approaches is cncouiaging though, as noted cailici, the 

two sets of estimates aic not completely independent 
While theie aic seveial omissions in the coveiagc of the saving cstiiiiatcs 
piesented in this study (and of course a substantial margin of crroi in 
scveial of the component senes) piobabh the niajoi omission 1 elates to 
iaim and non-coipoiatc Hade imcntoiy investment lor v\hich no usable 
data aic available It is, theieforc, of some interest to note that the net 
increase in iiivcntoiics which is covered in this study amounted to 4 2 pel 
cent of gross fixed investment and o 6 pei cent of the national income 
over the entire peiiod coveied In othei countiics wheic thcie is more 
compiehcnsivc coveiagc of inventories, the latios to gross fixed investment 
and national income i\eic of higher, though widely varying, oidcis of 
magnitudes, for example, 5 g pei cent and 1 o pei cent in the USA 
and 23 6 per cent and 6 6 pei cent in Japan ' In the earlier histoiy of 
the USA the latios were intcimcdiatc between the icccnt USA and 
Japanese Iiguics- If an avciage of these latios is, therefore, taken as an 
extiemely crude estimate of total annual inventoiy investment for India, 
the national saving income ratio in this study w’ould have to be raised 
b\ approximate!) 20 pci cent if the latio to fixed investment is used as 
the basis oi adjustment (1 c fiom q to 10 pci cent in the last tw'o ycais 

'See Stiivc) of (III lent JJuuiicss, Jul\ 1959, US Dcpaumcnl ot Connnuct ioi 
U S \ d.iu and Ltonomic BitUclm Joj Asia and I in East, ieplcmbci igOo. United 
Nation!, for Japanese data 

-See Simon ku/ncls National Piaduct binu iSotj, National Buieau of Leonomic 
Reseat ell, 1946 
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to n to 13 pci cent) and b\ even uioic if the national income is used 
foi such adjustment 

riirinng from an examination of the National a\eiagc piopcnsily to 
save out of income to the maiginal propensity to save— -the lattci being 
moic relevant for projection of sating and National planning — the csii- 
nialcs wfiich ha\c been made ate mote conjcctuial for several reasons 
in spite of die fact that ,any constant errors of estimation should affect 
the computation of marginal propensities less than that of average pro- 
pensities. the csiimaiccl marginal propensities can easily be distorted by 
ssstcmaiic biases, eg, if the more iccent saving csii’niatcs reflect widci 
coscrage than the carliti figuies Perhaps more impoilant, the corapara- 
ti\ch small inmibei of obsen aliens in the time senes data, the possibly 
non coniinuons cffccis of planning x't the assumed stable saving-income 
rciadonship, and the diversity of economic relationships and models which 
can })c used to fit tlic data icsult in a considerable maigui of uncertainty 
in the esiiinatcd niaiginal propensit) to save for India as a whole 

A simple linear relation of National saving to National income in current 
rupees implies a maiginal piopcnsiijf of o so for the direct estimate of 
saving and 0.25 for the indirect estimate (the marginal propensity for 
gross saving, which i 5 more reliable ihougfi less useful tlian for net saving, 
seems to be alxiut a 05 higher). Deflated figures (m constant rupees and 
even more so in per capita constant rupees) point to even higher marginal 
pro]pensities, with the constant rupee regressions which have the highest 
linear correlations pointing to marginal piopensiiics of o 25 for the direct 
and 030 for the indirect estimates Non-linear relations (the saving- 
income ratio related to income or to the log of income) yield marginal 
propensities of o 20 or higher at the levels of national income charac- 
teri/ing the end of the period covered Adding lagged consumption (for 
the picvious year) to income as a second explanatory variable in the linear 
relations, to take care of the possible lag or stability of consumption and 
also to allow for possible differences in short-run and long-run income 
effects, indicates a year-to-year (or short-run) marginal propensity to save 
of 0.15 and o 20 for the direct and indirect estimates in current prices 
(and not a much different long-run propensity) and apparently even lower 
figures (sfiort-run but not long-run) in constant prices Adding business 
income (corporate and small enterprises income both aftei taxes) as the 
second explanatory variable, to adjust roughly for the potentially most 
important distributional differences in saving propensities, gives peculiar 
results suggesting that virtually all saving is done by the non-agricultural 
business sector, but the regicssion coefficients have exUemcly large standaid 



errors' Finall), simple complete economic models, in wlncli Government 
ami investment expenditures are taken as autonomous and which use 
difTcrent consumption functions related to the national income or to 
disposable personal income, point to even higher marginal National saving 
propensities than the corresponding single equation least-square relation- 
ships ’IVhile this discussion has underlined the uncertainty in the esu- 
mates of the marginal propensitv to save, the analysis seems to point to a 
haurc of at least o 20 

I’he National saving-income ratio in India in recent years seems to com- 
pare favourably, with corresponding ratios in many other countries (eg, 
U S A , U K etc), for which reasonably reliable data are available, though 
international comparisons of this nature are notoriously tenuous^ How- 
ever, these ratios in India aie well below those in Japan and West Germany 
which have experienced unusually rapid economic growth in recent years, 
and probably also below the 1 alios in several Communist countries, but 
in the hitter case the concepts ate sufficiently different so that without 
additional information comparisons are particularly dangerous No 
attempt will be made here to compare the marginal National saving 
propensities of different countries 


’ in xU otbci variabU>s tor vxhuh ihcre are theoretical reasons and statistical evidence 
nnaiid. in nihtr countncq for belicrmg may affect sasing significantly, usable wealdi 
uifomr m?c distribution data arc not asailable Interest rates have not been 
.splanung National .av.ng behaviour in other countries See Ins.n 
ta n, Drt^rn of th, 1 oluwe and Composition of Saving with Spectil 

« th. h.f nr' re of Sfonetars Policy, Comraivvion for Monev and Credit, 
jorl ’ 


I car Bool. xxy,<) United Nations, n orld 
S in'-d N i.onv and (.rnr^rmnent Piihlications for U S \ 

I rtuut ’ 


economic Survey, 1937, 
15 K , Japan and West 
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CHAPTER 3 

INDIVIDUALS’ SAVING 

Tnr Individuals’ sector for the purpose of this monograph is defined on 
a residual basis as, comprising all non-Corporate non-Government bodies 
It represents more specifically all types ot households, farm and non-farm 
unincorporated enterprises engaged in manufacturing and other business 
activities and non-profit organizations Included undei the categoiy of 
non-profit organizations are charitable trusts, religious endowments, educa- 
tional institutions, foundations and hospitals etc 

The unincorporated business enterprises in India are of two types 
(i) sole proprietorships, and (n) partnerships A sole proprietorship is a 
business entity owned exclusively by one individual and may be called 
a “business household” A partnership firm constitutes ttvo or more 
individuals who oun and operate the business In the case of paiLnership 
firms, a clear distinction is made similar to that of a corporation between 
the earnings retained in business and the share of piofits withdrawn by 
ihe partners Howevei, no separate estimation of saving and investment 
ot sole pi oprietoi ships and partnership firms could be made m this study 
due to lack of adequate and reliable statistical material 

The accounts for farm households could haidly be sepaiated into 
business accounts and personal accounts except in the case of farm house- 
holds which operate on a large-scale The question of separating earn- 
ings letained in fanning activit) from total farm earnings has, theiefore, 
theoretical interest only No attempt has been made to separate farm 
horn non-farm oi luial from urban saving in the Individuals’ sectoi 
because the basic data do not peimit such a segregation without incurring 
an indefensible margin of error The National Council will, however, 
be able to undertake such a breakdown once the urban and rural saving 
suiveys aie completed 


Measuremen’t 

There exist at least four distinct approaches to estimate Individuals’^ 
saving (or investment) The first approach is to derive Individuals’ saving 
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as a residual from total National saving by deducting the estimated savings 
of the Corporate and the Government sectors The total National saving 
is measuied from total domestic investment including investment by 
foreign branches after making relevant adjusanents foi net foreign invest- 
ment of India This approach involves the estimation of investment by 
Government, Corporations and Individuals in order to arrive at total 
investment The estimation procedures adopted for deriving Corporate 
and Government investment aic discussed in Chapters 4 and 5 ivhile the 
procedures for the Individuals’ sector are described briefly in this chapter 
and m greater detail in Part II 

Government saving lepresents the net surplus on current account of 
Government administration and dcpaitmental cnterpiises and also the 
letained earnings of all the Government statutory corporations and 
Goveinment registered companies Retained profits of corporations and 
cooperative institutions adjusted for inventory valuation (the inventory 
valuation adjustment representing the excess of change in physical volume 
of inventories at current prices o\ei changes in book value) constitute 
savings of the Corporate bodies An estimate of saving of Individuals is 
obtained by deducting from total National saving (also after inventory 
valuation adjustment) the savings of Corpoiations and the Goveinment 

The second method of estimation of Individuals’ saving consists of 
adding together the net increase in all types of assets (apart from revalua- 
tion Items) held by Individuals and subtiacting the net inciease in Indi- 
viduals’ liabilities Individuals' saving can be held cither in the foim 
of financial assets like cuircncy, deposits, secuiities and, insurance policies, 
or ph>sical assets like house property, agricultural implements, transport 
equipment and inventories This approach, which is also known as the 
"Institutional Approach”, is particularly useful for estimating the volume 
and composition of Individuals’ saving It is probably the most accurate 
method of estimating the volume and composition of Individuals’ saving 
in view of Its reliance on a wide variety of institutional data much of 
which can be checked against diffeient sources and can be considered 
quite reliable It has the added advantage of showing the forms that 
saving takes A detailed analysis of the composition of Individuals’ 
saving is made in this chapter, which, in fact, forms one of the most 
important parts of the study > 

The following Items of assets and liabilities are identified for the purpose 
of this monograph, a more elaborate classification would have required 
additional data which are not available 
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I Individuals’ Assets 

A Financial Assets 
Liquid Assets 
Currency 
Bank Deposits' 

(i) Scheduled and non scheduled banks 

(ii) Cooperatives 
Precious metals- 

Contractual Saving 
Insurance funds “ 

Provident funds* 

Pension funds 
Other Financial Assets 
Small Savings® 

Government securities® 

Corpoiate securities' 

(i) Compans secvuitics 

(ii) Cooperative shares 
B Non Financial Assets 

Farm Investment 
Land improvement 
Irrigation 

Agricultural implements and machinery 
Farm houses / 

Other capital items (other than inventories) 


I Inrludes time, demand and satinij deposits but excludes postal savings bank 

deposits uhirh arc entered in small satmt^s and tthich mi«tht also be considered as 
liquid assets 

- Includes gold and silver 

^ Includes life insinance funds of provident societies 

‘Relates to the total of emploters and employees’ contributions to provident 
funds of Government employees employees covered iindci F P T Scheme, Workers in 
Coal Mines and Plantations, Employees of Fducational Institutions and Financial 

Corporations etc 

-Includes Post Office Savings Bank Deposits Post Office Certificates. National 

Savings Certificates, Treasury Savings Deposit C^itificates, 12-Year National Plan Savimrs 
Certificates and 15 Year Annuity Certificates ^ 

‘'Includes the securities of Central and State Governments as well as local 

Authorities 

I Tnrbidcs all tvpes of shares gnd debentures, 
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Rum! Construction 
Residential 
Non-rcsidentiaR 
Urban Construction 
Residential 
Non-residential 

Non-Corporaie Eiisiness Assets* 

Fived assets 

Znsenioncs of registered enterprises 
Transpoit Equipment* 

//- Inditudmts’ Lta blither 

To A Government Sector 
15 Corporate Sector 
Banks 

Insurance Companies 

Loan and Investment Companies 

Non-Govcmmeni Non-financial Corporations 

Cooperatives 

UI IndividuaW Snv}ng=r A I— A II 

A third approach to estimation of Individuals’ saving is to deduct 
current expenditures including depreciation and taxes from current 
incomes The data on current income can be obtained from National 
income statistics while data on current expenditures can at least theoreti- 
cally be independently estimated from product statistics For the present, 
no careful attempt has been made to derive saving by this approach on 
account of lack of sufficient information on current expenditures though 
crude estimates of consumption which are available have been used for 
rough checking purposes 

A fourth approach to the estimation of Individuals’ saving is to conduct 
a sample survey and thereby obtain information from households 

1 Excludes the coastruclion oC farm houses which are non residential in character 
and included in farm investment 

2 Includes small enterprises, registerwl and Unregistered, engaged m manufacturing 

activity but excludes trading and transport concerns etc ^ 

3 Indudc^ fonsuiner durable goods such as automobiles, trurts efc, 
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about cither (1) changes in assets and liabilities — saving being estimated 
as net increase in assets less net inacasc in liabilities apaii fTOin valuation 
changes and tiansfer items or (11) current income and current cxpcndiiurc 
including capital consumption allowances and taxes — -the difference being 
estimated as saving 01 (ui) both types of information simultaneously to 
ensure a check on the estimates through the balance sheet approach and 
the income account method A number of studies in other countries’ 
as well as more limited cxpciicnce in India indicate that survey data 
on assets and liabilities give bcttci estimates of saving than suricy data 
on income and cxpcndituies In either case the survey approach provides 
a completely independent csiiinatc of Individuals’ saving and its com- 
ponents which, though generally not so reliable as estimates obtained 
from aggregate data utilized in this study, has the advantage of providing 
distributional and motivational data foi diffcicnt groups of individuals 
which cannot be obtained otherwise “ 

SOML pROBIEMS 

The fundamental difficulty v\hich aiiscs while estimating saving 
of Individuals is in regard to net physical investment Not 
only docs most of their inventory investment have to be excluded for 
lack of even reasonably icliable data and then estimated gross fixed invest- 
ment has a substantial maigin of eiror, but also the estimated depre- 
ciation necessary to derive net from gross saving (or investment) poses 
great conceptual and even greater statisucal difficulties Piacticallv, no 
information is available cithei on the magnitudes or on the rates of 
depreciation allowed on Individuals’ capital assets, save for some lOUgh 
indications on the life of a few assets 

In the absence of any* reliable data, annual rales of dcpiecialion for 
different items of Individuals’ fixed assets weie deteiinined by the National 
Council taking into consideration the few scraps of information and 
informed opinion on the average expected life of the asset concerned 
The annual amount of past investment necessary together with average 
life for computing current depieciation was estimated by extrapolating 

1 See, foi cvamplc, Irwin Fuend and Stanley Schor “Who Saves?”, Revtav of 
I rononurs and StatisUc^, Pait 2, Harvaid Univcisity Press, May 1959 

2 The National Council is about to complete a survey oC about 4,600 nihan households 
tvhicli rvill provide data on uiban saving and is planning to organize a large-scale 
rural survey which will provide similar infonnation for the luial sector 
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backwards the 1948*49 lo 1957-58 gross investment senes as described in 
Part II. Though subject to substantial limitations, this approach was 
deemed mudi better than tlie alternative of valuing the stock of assets 
at the beginning of the period and applying an extremely arbitrary depre- 
ciation rate. For the purpose of calculating depreciation the "straight- 
line" method was used and the price level reflected in the depreciation 
figures h only moderately below the average for the period 1948-49 to 
1957*58. Turning to' the estimates of gross investment, the possible mag- 
nitude of the under-statement of saving as a result of under-coverage of 
inventory investment has been indicated 111 the previous chapter on national 
saving, the entire under-estimation of inventory investment discussed there 1 
is attributable to the Individuals’ sector The many limitations in the 
estimates of gross and net fixed investment are indicated in Part II but 
it IS not possible to make definite statements about the direction of the 
net error in so far as saving is concerned The absence of estimate of 
the imputed value of labour and materials embodied in many types of 
fixetl investment (though some imputation is reflected in the estimates 
of construction in view of the approach followed) definitely understates 
gross investment but may not be too significant for net investment and 
saving. Some physical investment by private charitable, religious apd 
educational organirations is also omitted but this is likely to be quite 
unimportant 


SouRcrs or Data 

The basic data for most of the estimates of Individuals’ financial saving 
presented in this study are obtained from the various publications of the 
Reserve Bank of India, the Controller of Insurance, Employees’ Provident 
Fund Commissioner, Comptroller and 'Auditor General of India and 
several other agencies 

The reports of the National Sample Survey, the repoits of the All-India 
Rural Credit Survey of the Reserve Bank of India and the reports of the 
Census of Manufactures, besides other research papers, constitute the basic 
source material in preparing the estimates of Individuals’ investment in 
physical assets The details are discussed m Part II Tables 3 1 and 3 2^ 
show Individuals’ net and gross savings respectively as derived from 
changes in assets and liabilities 

1 See also Chart s 1 
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iVo/c . The data on cooperative deposits and Government sccunties appear too low for 1957-58 and out of line with the series 
The estimates of basic data which appear in the Reserve Bank publications when revised may give more reliable estimates 
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* Excludes securities of local authorities 
*’ Rough estimate 

“ Relates only to companies registered under the Indian Companies Act 
N.A =Not available 
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SuMM^R’i or Findinc.s 


The ratio of Individuals’ saving to tlicir disposable intonic losc from 
5 per cent in 1948-51 to 6 pci cent in i95^‘5^ 8 to 9 tent in 

1956-58 The indirect estimates aic again, of course, somewhat higher 
than the. direct estimates and both arc reasonabl} close to each other 
It is interesting to note that still a third estimate of Individuals’ sasing 
obtained for 1949-50 and on a crude basis foi^ each of the tiirce )tars 
1952-53 to 1954-55, by subtracting from disposable income consumption 
estimated from the commodit) flow approach, gives results foi the four 
years as a whole surprisingly close to the direct estimates, though with 
fairly si/eable ) ear-to-ycar differences ' 

'Virtually all forms of Individuals’ sasing showed a substantial increase 
in the rate of accumulation over this period with the notable cvccptions 
of corporate securities, precious metals^ farm investment, ruial consuuc- 
tion and non-corporate business investment While the estimates in the 
case of these exceptions are all rather w^eak, it is probably true that they 
did not share m the sharp rise in saving to any gieat extent, and saving 
in the form of corporate securities actually seems to have declined The 
largest absolute increases in Individuals’ saving occuired in uiban resi- 
dential and non-residential construction, bank deposits, provident funds 
and small savings with sizeable but erratic increases in currency and 
Government securities and smallei increases over the period as a whole 
in transport equipment and in insurance funds 1 hough financial assets 
rose somewhat in relative impoitancc over this period. Individuals’ 
investment in the form of real assets still constituted well ovei one half 
of the total of Individuals’ saving even at the end of the period 

As a result of these tiends in the different components of saving, urban 
construction, bank deposits and transport equipment inci eased most their 
lelative share in the total of Individuals’ saving, provident funds and small 
savings showed little change rclativch while the share of coiporatc 

1 Toi 1949 50, the estimate of consumption was obtained from S P Dhar, M 5 
Kapur K N C Pillai and V S Pun -“Private Consumption in India, 1949-50” 
Papers 011 National Income and Allied Topics Vol I, Indian Conference on Research 
in National Income, i960, while for the other three jears rough estrmates of consump- 
tion were made by the National Council In 1949 5 ° ihe resulting estimate of Indi' 
viduals’ saving ivas intermediate between the two estimates presented m this study 
while in the other three rears the resulting estimates were enatic and averaged very 
slightly less than the direct estimates presented here 
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securities, farm investment, rural construction, non-corporate business 
investment and to a lesser extent precious metals declined appreciably 
The trend in insurance which showed a moderate decline in ielati\e 
importance is also noteworthy since it mav suggest an area where more 
saving could be achieved However, at least to some extent, the rela- 
tively slow growtli in net saving in the form of insurance reflects a rela- 
tively rapid growth of repayments and expenses of management 

While the estimated trends in the components of saving look reasonable 
as a whole, care should be taken not to place undue ipiportance on the 
estimates for any particular yeai Thus the currency figures for 1951-52 
and 1956-57 look out of line, possibly 111 part reflecting offsetting errors 
in adjoining years, and some of the financial components foi 1957-58 (both 
assets and liabilities) seem too low 

The marginal propensity to save by Individuals out of their disposable 
income is slightly less than o 20 according to the simple linear current 
rupee regressions for both the indirect and direct estimates of saving 
It IS somewhat higher than o 20 in the corresponding constant rupee 
regressions (1952-53 prices) in vs'hich both estimates of Individuals’ saving 
are fairly closely correlated with income Adding the previous year’s 
consumption to these relationships again reduces somewhat the estimated 
short-term but not the long-term marginal propensity to save (and in the 
case of the direct estimates of saving raises the multiple correlation 
coeffiaent to o 93) Substituting the previous years’ income for the 
previous years’ consumption yields a much poorer correlation but again 
the combined total of the tiso income regression coefficients is not greatly 
different from o 20 (in this case somewhat above) Finally^ once again 
the complete economic or income models tested, referred to in the preced- 
ing chapter, seem to imply considerably higher saving propensities than 
the single-equation least square relationships 

The recent average saving-income ratios for Individuals in India seem 
fully as high as the average for industrialized econofnies for which com- 
parable data are available^ Japan and West Germany again are not- 
able exceptions Data for satisfactorily comparing the composition of 
Individuals’ saving in different countries are not readily available, but 
it is interesting to note that residential construction seems to account for 
as large a share of investment and saving in India as in most industrialized 
economics including the United^States a.nd United Kingdom and. for about 

1 See World Economic Survey, i 95 l' United Nations, Neiv York, p 37 
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three times the corresponding share in Japan * As compared to indus- 
trialized economies," saMiig in financial assets and dissaving in liabilities 
as might be expected are relatueU less important — particular!) for items 
like insurance and other retirement funds (m/ provident and pension 
funds) and corporate securities 


1 World Economic Survey, igyy. United Nations, p 49, the data on which thi« 
statement is based refer to gross rather than net figures 

- See Sun&y of Current Business and National Income Suhblements Tl S 
mem of Ckiramcrcc foi the United States data ^^ppiements, U S Bepart- 
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■ CHAri'ER 4 

CORPORATE SAVING 

C 

For the purpose ol this stud), the Corporate sector represents all non- 
Government companies registeicd under the Indian Companies Act and 
all cooperatives legistered undei the Coopeiative Societies Acts All 
Government companies registered under the Indian Companies Act are 
treated as belonging to the Government sector in addition, to statutory' 
autonomous corporations created by' the Government Foreign branches 
incorporated in foreign countries, although operating in India, are 
specihcally excluded from the domestic Corporate sector ' t 

The various types of cooperatives that are included under the Corporate 
sector can be broadly grouped under (i) Cooperative Credit Societies^ 
(ii) Cooperative Non-credit Societies, and (iii) Cooperatn'e Land Mortgage 
Banks The saving and investment of cooperatives are estimated and 
shown separately under the Corporate sector in order to provide a 
measure of their importance 

A distinction is made between financial and non-financial corporations 
and their investment and saving are estimated sepal ately A further 
breakdown of the estimates for financial corporations is also made into 
banking companies, insurance companies and all other financial com- 
panies such as loan and investment -trusts in order to study more closely 
the role of financial intermediaries in the process of generating saving 
potential and its utilization 

During the period under study some companies were nationalized and 
hence ceased to belong to the Coiporate sector The State Bank of India 
and Life Insurance Corporation of India arc examples of this type 
Until nationalization the saving and investment of such companies are 
shown in the Corporate sector and thereafter in the Government sector 
The branches of foreign companies are not. legistered under the Indian 
Companies Act and hence are excluded from the Corporate sector foy 
the purpose of estimating domestic saving On the other hand, the 
foreign controlled and portfolio companies are of similar nature to other 
Indian corporations, save for the composition of shareholders and the 
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consequences iherefrom In ihe case of controlled companies^ control 
and management is vested in foreigners either because the majority of 
the share capital is held by them or due to an agreement between the 
company and the foreign managing agency The case of portfolio com- 
panies IS, however, someishat different in the sense that their control 
is in Indian hands and the foreign holding of the share capital is less 
than 50 per cent of the total capital employed The investment by Indian 
corporations can be divided into investment made within India and 
investment made abroad, but the latter is completely negligible The 
investment of foreigners made within India is defined as domestic invest- 
ment but treated as borrowing from abroad The saving of foreign con- 
trolled companies and portfolio companies in which foreigners own shares 
is included in the saving of the Corporate sector and the extent of sucli 
saving is separately shown. 


Measurement 

The saving of Corpoiations can be measured either from the income 
and expenditure statements or from balance sheets submitted annually 
to the shareholders, Income-Tax Department, Company Law Adminis- 
tration, or other Governmental agencies The Corporate profits given in 
these statements are generally defined by means of the accounting pro- 
cedures adopted or by the prevailing income-tax rules The mam diffi- 
culty from the point of view of economic analysis is m the basic concept 
of corporate profits as used m such accounts which fails in certain impor- 
tant respects to meet the economic definition of saving Corporate saving, 
as already defined, is the change in earned surplus which is numerically 
equal to the difference between current income and current expenditure 
including depreciation, taxes and dividends paid The significant charac- 
teristic of this definition is that it excludes all items of income and expen- 
diture which are in the nature of 1 evaluations including both realized 
and unrealized capital gains and losses This holds true also when 
Corporate saving is defined as a change in net worth Thus, the actual 
measurement of Coiporate saving in this study, based on either of the 
above mentioned definitions, involves certain adjustments in the reported 
profits as presented in the Corporate accounts 

'■The most important adjustment made in this study to make the retained 
earnings as reported m the corporations’ income-expenditure statements 
confonn more closely to the theoretical concept of saving is the inventory 
valuation adjustment. This adjustment is made with a view to eliminat- 
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mg the inventoiy gams and losses which aiisc fis a icsuli of price changes 
The inventory valuation adjustinciu is made foi non-Go\ eminent non- 
financial corporations which constitute llic bulk of tiic Coiporatc sector 
The realized and unrealized capital gams and losses on inventories which 
are reflected in the Corpoiate books arc clmunatcd b) making proper 
adjustments taking into account the tin novel period of inventories, the 
changes in prices reflected m inventories and the methods applied m the 
valuation of inventories As a result, the change m book value of inven- 
tories IS adjusted to the ciurcnt value of the change m the volume of 
inventories which is taken as the measure of mventoiy investment, and 
a corresponding adjustment is made m the Coiporatc saving as incasuied 
from the income account Thcoictieallv, revaluation of fi\ed assets should 
also be eliminated m the incasuicment of saving But as this is a rare 
phenomenon in the case of Indian Corporations, no adjustments are 
attempted in this study 

The investment of the Corpoiate sector is derived from annual balance 
sheets The various items of investment as shown m these financial state- 
ments are grouped under (i) fixed assets — (a) buildings, (b) plant and 
machinery and (c) other fixed assets — and (ii) inventories — (a) law mate- 
rials, (b) finished goods and woiks-in-pr ogress and (c) others Investment 
in land is excluded in arnvung at estimates of Corporate inv’estment since 
It does not constitute an item of economic investment 

Sources or Data 

r 

The estimates of saving and mvcslmcnt of the Corporate sector in this 
study are derived piimaril) from samples of combined balance sheet 
statements and income-expcndiiurc accounts submitted to shareholders 
These combined statements arc piesented separately for each one of the 
following subsectors of the Corporate sector (a) non-Gov eminent non- 
Financial Corporations, (b) iion-Goveimnciit Financial Corporations and 
(c) Cooperatives 

The combined income-expenditmc accounts and balance sheets of non- 
Gov'einment non-fmancial companies were piepared sepaiately foi large 
and small public and private limited companies by blowing up the cor- 
responding sample data on the basis of paid-up capital For this purpose 
the National Council analysed the financial statements of a sample of 
small public and private companies while it used the data relating to 
samples of large public and private companies as published periodically 
by the Reserve Bank of India In this connection, an attempt was made 
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to reconcile the diflcreiu available cstiniales of the paid-up capital of all 
non-Governmcnt non-hnatuial companies The paid-up capital series of 
the Company Lai\ Adminisiiaiion were finally accepted as the most 
reliable 1 his paid-up capital senes is used to inflate the estimated 
sating dau fioni the sample to the population of corporations 

The National Council used the sample data provided by the ’Reserve 
Bank for large piiblit companies 1950-51 to 1957-58, large private com- 
panies 1956 57 and 1957-58, and small public companies 1955-56, to arrive 
at estimates for the whole peiiod The National Gouncil analysed 
balance sheets of small public and small private companies to supplement 
the Reserve Bank sample data to get the best possible estimates for the 
wdiolc period 195051 to 1957-58 The details are discussed in Part II 

The savang and inv'cstment of non-Goveinment finanaal companies are 
derived from the 7 nbles Relati 7 ig lo Banks in India published 

by the Resciwe Bank, and Indian Insurance Year Books published by 
the Office of the Contiollei of Insurance The coiresponding estimates 
of saving and inicsimcnt attiibuiable to loan, investment and other 
financial companies aic, howeicr. airived at on the basis of their paid-up 
capital assuming that the ratio of profits to paid-up capital of these com- 
panies will be of the same oidcr of magnitude as that of banking 
companies 

The National Council prepared income and e\penditure statements and 
balance sheets of various categoiies of cooperatives on the basis of the 
statistics presented in the Statistical Stalemenls Relating to the Coopera- 
tive Movement in India published periodically by the Reserve Bank of 
India and derived their saving and investment estimates from these state- 
ments for the period undei stud) 

Lastly the available material in icgard to the surveys of India’s Foreign 
Liabilities and Assets conducted periodically bv the Reserve Bank of India 
and published in iis reports was consulted in order to estimate retained 
earning's of foreign branches and foreig'n controlled and portfolio com- 
panies The estimates of saving and investment thus derived are pre- 
sented in Table 4 1 ' 


Summary or T’iNnrxcs 

The average Corporate saving-income ratio was 30 per cent for the 
period as a whole showing great year-to-year variability but no long 


1 See also Cliart 4 i 
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teini trend The ratio of reported Corporate retained profits to income, 
which IS of course ^prior to inventory valuation adjustment, was signi- 
ficantly higher, averaging 39 per cent for the period, and was charac- 
terized by much more year-to-year stabilit) It should be observed that 
the former ratio is economically more meaningful but the latter is 
statistically more reliable 

Within the Corporate sectoi, the trend in the level of saving for finan- 
cial corporations and cooperatives was upward unlike the absence of any' 
clear trend for non-financial corporations It is interesting to note that 
in recent years onl\ a relatively small share of net investment of non- 
financial corporations has been financed by net saving This is not true 
of course for gross saving and investment but there is some evidence of a 
decline in the share of internal financing here also in the last two years 
covered 

The same types of relationships described in the chapters on National 
and Individuals’ saving were fitted to the data on Corporate saving to 
derive the* marginal propensity to save (out of Corporate income after 
taxes) Both current and deflated 1 egressions were computed, and each 
of last year’s income 'and last year’s dividends (in lieu of consumption) 
were added as explanatory variables The estimated marginal propensity 
to sa\c out of income for the Corporate sector averaged about 07 (with 
all of the income coefficients within one standard deviation of this figure) 
However, the estimated marginal propensity to retain profits before inven- 
tory valuation adjustment, based on the reported book data, was consi- 
derably lower in the neighbourhood of o 5 

In view of the high saving propensity of the Corporate sector, any 
expansion in this sector is likely to be associated with an increase in 
National saving So far, however, the private Corporate sector in India 
has shown few signs of any real upsurge and has accounted for a very 
small share of National income and saving In other more developed 
economies,^ except for the Communist nations, the Corporate sector not 
only has a high propensity to save as in India but accounts for a sub- 
stantial proportion of the National saving unlike the situation m this 
country It ma) be noted that while Corporate saving was relatively 
unimportant in India compared to the USA, the Corpoiate average 
propensit) to sa\e in India was quite close to that of the USA and 
the marginal propensity seemed higher m India 

, ' » 

s 1 For example the USA {Suwey of Curtent Biismrss), West Germany {Bundesbank 
Fermogenshilding und Hire Finanzierung), and Japan {National Income Statistics) 
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CHAPTER 


GOVERNMENT SAVING 

• 

Thf CExmAi, A\n Slate Go\ci aments. Local Authorities, Depaitmental 
Commercial Enterprises, Statutorj Autonomous Coiporations, and all 
Government Companies registered under the Indian Companies Act 
constitute the Government sector. All local bodies such as port trusts, 
municipal corporations, municipalities, improsement trusts, district and 
local boaids and village panchajats are grouped under Local Authorities 
v%luie Departmental Commercial Enterprises include railways, posts and 
telegraphs, transport, electricity and irrigation schemes, overseas communi- 
cation service etc The Staiutori Corporations aie subdivided into 
financial corporations like the Reserve Bank of India the State Bank of 
India, the Life Insurance Corporation of India, the Industrial Finance 
Corporation of India and the State Financial Corporations and non- 
financial corpoiations such .is Air India International and Indian 
Airlines Corporation The saving and investment estimates of these 
sub-sectors arc added up to arnv^c at total saving and investment for the 
Goveinment sectoi as a whole 

Measurfment 

The measurement of saving and investment of the Government sector 
follows the general approach adopted in this study The annual Estimates 
of National Income prepaied by the Central Statistical Oiganisation 
provide details regarding the current and capital accounts of Government 
administrative departments and dep.irtmental commercial enterprises 
The classification of accounts by the Central Statistical Organisation did 
not provide data which would stnctlv satisfv the economic definition of 
saving or investment, particularlv with lespeci to depreciation, but only 
partial adjustments were possible 

Data regarding public authorities are presented under three heads 
revenue, capit.il and debts and remittances All leceipts relating to 
current rev^enue ir.ins.ictions sucli as receipts from direct and indirect 
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taxes, fees and miscellaneous receipts are recorded in the revenue account 
together with the current expenditures The capital account, on the 
other hand, records all transactions of a capital nature Debt and remit- 
tances relate to public borrowings and remittances between the Central 
and State Governments and the Reserve Bank of India 

All Government activities are divided into administrative and com- 
mercial activities Railways, posts and telegraphs, forests, irrigation, 
electricity schemes, road and transport and industrial schemes are grouped 
under commercial schemes, while such activities like education and health 
services are recorded as administrative activities 

Sources of Data 

In the present study, the estimates of National income, prepared by 
the Central Statistical Organisation, are utilized to derive saving and 
investment of Government administration and departmental commercial 
enterprises 

The saving and investment estimates of Government non-financial 
companies are derived from their combined balance sheet and income- 
expenditure statements, prepared by the National Council bv analysing 
the financial statements of almost all Government companies registered 
under the Indian Companies Act 

The National Council also analvsed hnancial statements of (Government 
statutor)' corpoiations and constiucted their combined in< ome-expenditure 
statements and balance sheets which are used to derive their estimates 
of saving and investment It must be pointed out that non-financial 
statutory corporations could not be covered completely due to lack of 
adequate data but the omissions are not important The saving and 
investment estimates thus deiived for the Government sector are shown 
in Table 5 1 ^ 


SuMMtRi OF Findings 

I 

The estimated latio of Government saving to income incieased from 
7 per cent in 1948-49 to 1950-51 to 9 per cent in 1951-52 to 1955-56 and 
10 pei cent in 195(1 57 and i957'')6 The share of Government in total 
saving did not change signihcantly according to the indirect (or invest- 
ment) estimates of total saving but declined appreciably according to the 
direct estimates, with the true relationship probably somewhere between 
the two Tlie apparent anomaly of a moderate rise in the Government 

1 See also Chart r, 1 
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saving-income ratio associated with either no change or a decline in the 
Government share in total saving is basically due to the less rapid rise 
in the Government than in the Individuals’ saving-income ratio and to 
the more rapid rise in Government than in other income (with Govern- 
ment income increasing from 1 1 4 per cent of the national income in 
1948-49 to 16 1 per cent in 1957-58) The marginal Government saving- 
income ratio, derived from a simple linear current rupee relation of saving 
to income, is o 12 , while the corresponding constant rupee relation 
implies a slightly lower ratio 

It IS interesting to note that the Government saving-income ratio in 
India seems somewhat lower than the average in a large number of othei 
countries, both developed and under-developed, for which data are 
available ^ For countries like Mexico, Japan and West Germany, the 
corresponding ratios are much higher No official estimates are available 
for the United States, but unofficial estimates point to a lower Govern- 
ment saving-income ratio than in India for lecent years 

Within the Government sector, only statutory corporations exhibited 
a clear upward trend in the level of sav'ing over the period covered 


1 Rough cstiinaies for 15 priniaiy pioclucing counUies -vveie obtained from the' World 
Economic Survey, igyj, United Nationb, pp 97-8, while estimates for Japan and West 
German) ncre obtained fiom other sources oicviously referred to 
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PART n 



C H A P I E R 1 


INTRODUCTION 

t 

Iras I’ARi ATraMPis to describe in detail the methods and techniques 
employed by the National Council in the derivation of saving and 
investment estimates presented in Part I The five chapters that follow 
as companions to. the chapters in Part I discuss in detail the measurement 
of saving and investment of different sectors of the economy The nature 
of the source material on which the estimates are based is also critically 
examined along with the limitations so that the reliability of the estimates 
can be properly assessed The presentation of the data and the numbering 
of the tables are so arranged as to facilitate easy reference and further 
details are presented in footnotes to tables referred to in the chapters 
The mter-relationships are shown clearly in such a manner that the data can 
be rearranged for any other related analytical purpose in which the reader 
may be interested Further, the methods developed by the National 
Council in handling the basic data and building up estimates of saving 
for the Indian economy may be found useful by scholars engaged in 
similar studies in other countries where efforts are being made to collect 
systematically data on saving and investment 

The Period of Study 

The estimates of saving and investment presented in this monograph 
relate to the ten-year period commencing i April 1948 The estimates 
of some components of saving for the year 1948-49 are derived as a 
difference between aggregate data for the years 1947-48 and 1948-49 
Although the data for 1947-48 used for this purpose are very tenuous 
It was decided to use them as far as possible since the omission of such 
estimates could result in a loss of one year data in the whole series 
The data on some components of saving and investment for i957'5® 
are lacking in detail and for this reason all the- available information 
for the previous years is used to derive the best possible estimates for 

‘ 1957*58 
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The basic daia from which the saving and invcstnienL csiiniaics pre* 
sented in this monogiaph aie dciivcd lelatc Lo different accounting periods 
such as calendar yeais, financial years agriculiuial ^cais etc For the sake 
of consistency, in all cases where the basic data arc available for periods 
other than financial years appiopnatc adjustments aic made to dcri\c 
the corresponding estimates for financial years ^ hus all the estimates 
of saving and investment presented in this monograph are converted to 
a uniform basis with respect to the accounting peiiod 

CoNcmns or Saving 

Three different concepts of saving have been discussed in the earliei 
part of this monograph, namely, the social accounting concept, the busi- 
ness accounting concept and the cash flow concept The fundamental 
difference among these concepts, as has ahead) been noted, lies mainly 
in the treatment of such items as capital gains oi losses, capital consump- 
tion allowances and accruals Attempts ha\e been made in this stud) 
to derive usable estimates of capital consumption alloisanccs and to elimi- 
nate as far as possible capital gains and losses 

The most important form of capital gain (or loss) consideicd in this 
monograph is the inventory profit (or loss) It is iindei stood that the 
majority of the Indian corporations follow the policy of valuing their 
stocks and stores on a first-in-first-out basis, at cost or market price which- 
ever IS lower In order to eliminate fictitious investment and profit or 
loss arising out of puce changes reflected in the book \ahie of iinentoncs 
as a result of this policy, an invent oiy valuation adjustment is made The 
National Council has made such adjustmem for corporate inventories 
details of which are given in Chapter 4 However, no such adjustment 
is attempted in the case of fixed or othei assets as it is believed that 
corporations in India rarely write-up 01 write down such assets 

The cslimaics of capital consumption allowances atlnbuiabk lo the 
Corporate and Government sectors aie based on original cost "and the 
straight-line method of depieciation For the more important Individuals’ 
sector the basis followed (again straight-line) is intermediate between an 
original cost and leplacement cost approach, probably closer to the latter 
for reasons discussed subsequently The replacement cost method could 
not be consistently used in this study in the absence of suitable price 
indices and othei needed information 
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LiMiTAnoNS Oh Estimates 

It ma) not be out of place here to mention the general limitations of 
the estimates leaving a more criti&il appraisal to the later chapters 
These limitations mostly stem from lack of reliable statistical information 
and arc most substantial for net physical investment in the Individuals’ 
sector. For this sector reasonably reliable data on non-corporate fixed 
assets and inventory' investment are available only for manufacturing 
enterpiises — both registered and unregistered The Cenft>us of Manufac- 
tures collects data orr investment of registered enterprises every year 
vdiereas the National Sample Survey collected data for the unregistered 
category of enterprises for only one year This is true of Individuals’ 
investment in other non-financial assets also where sample survey data 
are available for only one or two years 

In this study, the estimates of Corporate saving and investment arc 
based on blown-up data for selected samples of corporations and hence 
arc subject to sampling errors which arc discussed in detail in Chapter 4 
These errors, however, arc not likely to be so substantial as m the case 
of net physical investment of noiKorporatc business enterprises The 
estimates of saving and investment attributable to foreign controlled and 
]>ofifolio companies are derived from die periodical surveys conducted 
by the Reserve Bank of India For the earlier years the data on retained 
profits of foreign subsidianes arc available only for a period of time 
covering g to 4 years and the yearly figures are derived by the National 
Ckiuncil by making suitable adjustments although the reliability of such 
estimates may be somewhat questionable 

Again, depreciation allowances could not be estimated in all cas6s due 
to non-availability of data and could rarely be estimated on a satisfactory 
basis. In the case of Government, the available data on depreaation 
are not entirely satisfactory In the much more important case of Indi- 
viduals' non-finanaal assets attempts are, however, made to attain more 
satisfactory' estimates of depreciation by roughly deriving the necessary 
figures of gross investment for earhci years and adopting suitable rates 
of depreciation depending on the assumed life of such assets These 
earlier figures foi gross investment and assumed life may not actually 
reflect the true picture though they seem reasonable and preferable to 
available alternative sets of estimates 
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ESTIMATES OF NATIONAL S /\ V I N C. 

Nahonal savin(. c^n be ariivcd at b) estimating total domestu iincsi- 
ment and adding to it net foicign investment of India (measured from 
current account) since investment and saving must be equal at the aggre- 
gate level National saving can also be obtained by aggregating the 
savings of the three sectors (Individuals, Coiporations and Goxernment) 
into which the economy has been divided The formci approach may 
be called the “Investment Approach” which provides an indncft cslttnalc 
while the latter gives a direct estimate of saving 
The investment approach inv^olvcs estimation of tot.il domestic invest- 
ment of all economic units falling under anv one of the thiec sectors as 
well as investment in kind made by foieign branches I'oi the Govern- 
ment sector investment is separately estimated for administrative depart- 
ments and departmental commercial entcrpiiscs of all public auihoiiucs, 
statutory corporations and registered companies In the case of the 
Corporate sector investment in buildings, plant and machinery and other 
fixed assets as well as stocks and stores is estimated separately for non- 
Government corporations and cooperatives For the Individuals’ sector 
investment in all types of physical assets is separately identified although 
the coverage of inventory investment lemains incomplete The detailed 
piocedures adopted for measuiement of investment of the different sectors 
die discussed m the subsequent chapteis 

The net foreign investment of India can be estimated eithci from the 
curient account oi the capital account of the balance of payments 
statistics wdiich the Reserve Bank of India publishes regularly/ together 
with some adjustments for retained profits and investment of foreign 
companies and smuggled gold The current account of the balance of 
payments statistics shows the net surplus or deficit in current transactions 
which include goods and services, invisibles etc A surplus (-f ) on current 

i India’s Balance o/ Payments, Reserve Bank of India, Bombay 
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account stands foi a tiet increase in the investnienL of India in foreign 
countries while a deficit ( — ) repiesents a net decrease 

The capital account of the balance of payments statistics records all 
transactions on account of private short-term and long-term capital 
movements, official and banking long-term loans, other long-term capital 
translers etc Tlic net balance on capital account represents the net 
change in the country’s foieign assets and liabilities A credit balance 
on capital account means an inflow (4-) of foreign resouices and may 
arise because of a net dcciease in the country's net foreign assets or a net 
increase in the country’s foreign liabilities or both Since a credit balance 
icpresenis a net< inflow of foieign resources it is to be deducted from total 
domestic mvestinent to arrive at net National saving The converse is 
the case with a debit balance which means an outflow (-) of domestic 
resources-' 

The net balance of cuiient and capital accounts of the balance of 
payments statistics rarely tally, the discrepancy arising mainly because 
of the difficulty in consistently following a double entry rule in the case 
of transactions entciing international trade and capital movements The 
two accounts are conventionallv leconciled by an entry known as the 
eno)S and ornjssion\ In this study the net balance on capital account 
has been made use of to arrive at net foreign investment but no account 
has been taken of the errois and omissions, for nothing is known as to 
whether such cirois and omissions arc associated with the current account 
or the capital account 

The balance of pavnients statistics do not lecoid all kinds of transac- 
tions and hence necessary adjustments have to be made to provide for 
unrepoited types of foreign .issets and liabilities The letained profits 
of foreign controlled companies and foreign branches and investment in 
kind by the latter arc thiee of the important items which do not appear 
in the regulai balance of payments records However, data on such 
investment items are available in the reports published by the Reserve 
Bank of India' These data arc made use of in adjusting net foreign 
investment esiimaied from the capital account of the balance of payments 
statistics 

The amount of gold ilnn is smuggled into India fiom Persian Gulf 
ports and oihei parts oi the world eveis year does not also find a place 
in the published statistics on balance of jjayments To the extent tliat 

a paiL of the domestic saving has been utilized to purchase gold abioad 

/ 

1 Suiwv of India’s loienrn I lohthltfs and Rcscivc Bank of India, Bombi) 
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and smuggle it into India, the value of smuggled gold represents an 
outflow of domestic resources In the past, two or three estimates were 
made of the amount of gold smuggled into India but the latest estimates 
made by the Reserve Bank of India^ appear the most reliable and hence 
are used in this study The net capital inflows and outflows estimated 
from the capital account in the manner described for the period 1948-49 
through 1957-58 are shown in Table 211 
For the purpose of estimating National saving through the direct 
approach the savings of the different sectors are derived independently 
and aggregated Government saving is estimated from net surplus on 
current account of Government administrative departments, departmental 
commercial enterprises, and retained profits of Government statutory 
corporations and registered companies Corporate saving is derived by 
pooling up the retained earnings of the non-Government corporations and 
the cooperatives but excluding retained earnings of the foreign branches 
The retained earnings attributable to foreign controlled companies are 
merged with domestic Corporate saving but shown separately in a foot- 
note Saving of the Individuals’ sector is obtained by netting out the 
changes in Individuals’ assets and their liabilities to the other two sectors 
Individuals’ liabilities to foieigners are not taken into account due to 
non-availability of data, but such liabilities, however, are not likely to be 
of significant magnitude 

National saving, it may be pointed out, comprises saving of Indian 
nationals in assets held abroad as well as in the country But the aggre- 
gate saving estimates obtained by adding the savings of different sectors 
in this stud) do not cover completely Individuals’ saving in assets held 
abroad or foreign Individuals’ saving in Indian assets However, the 
omissions are not likelv to affect the saving estimates to any appreaable 
extent 

The National Council estimates of net National saving as well as those 
of the Reserve Bank of India, the most recent estimates available for 
comparison, are given in Table 221 It is interesting to note that the 
estimates of the National Council and the Reserve Bank for the years 
i 950 ' 5 i arid 1951-52 are very close For the First Plan period as a whole 
the estimates of the Reserve B.ink are far below the direct and indirect 
estimates of the National Council, much more in the case of the lattei 
The Reserv'e Bank estimate for the )eai 1956-57, however, lies in between 

' ‘Estimates of Saving in the Indian Economy”, Reserve Bank of India Bulletin, 
March 1960, Bombay 
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SAVING IN INDIA 




ESTT MATTS OT NATIONAL SAVING 71 

the two estimates o£ the National Council For the last year in the 
senes 1957-58.' the National Council estimates, as compared to the 
Reserve Bank estimates, are higher b) Rs 2,800 million and Rs 4,200 
million respective!) for the direct and indirect estimates 



CHAPTER ^ 

ESTIMATES OF INDIVIDUALS’ SAVING 

For the purpose of this monograph Individuals’ sector comprises farm 
and non-farm h,ouseholds, unincorporated business enterprises, non-profit 
organizations etc This study could not show separately saving and 
investment of non-profit organizations such as religious endowments for 
want of data although their importance m the Indian economy is fully 
recognized However, business assets of farm and non-farm unincorporated 
enterprises, though only to a limited extent in the case of the latter, are 
estimated separately 

The various items of assets and liabilities of Individuals are separately 
identified for estimating their saving The difference between net change 
in their assets and liabilities, excluding valuation changes and transfer 
Items, is taken as a measure of saving A list of assets and liabilities 
considered in estimating Individuals’ saving is given in Chapter 3 of 
Part I 

The acquisition of assets by Individuals measured net of the corres 
ponding liabilities by different types of assets such as investment in resi- 
dential construction less mortgages on houses etc , Will be more useful for 
certain analytical purposes Such data could not be provided in this study 
for lack of information on the nature of Individuals’ liabilities to the 
Government and the Corporate sectors However, a detailed breakdown 
of Individuals’ liabilities to the subsectors of the Corporate sector are 
estimated and shown in the tables The net changes in total liabilities 
are deducted from the net changes in total assests in order to arrive at 
Individuals’ saving 


Individuals’ Financial Assets 


Currency 

The estimates of Individuals saving m the form of currency are 
measured as annual variations in the currency held by them The cur- 
rency holdings of Individuals are derived by deducting from the total 
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currency in circulation, the currency holdings of the Government and 
the Corporate sectors The total currency in circulation consists of Indian 
currency notes, rupee coins and small coins and Hah Sicca currency The 
Reserve Bank publishes particulars about these currencies in circulation 
in Its annual reports ’ The Hah Sicca currency' ivas issued by the former 
State Go\ eminent of Hyderabad but it ceased to be legal tendei from 
1 April 1955 Particulars of the Hah Sicca currency in circulation prior 
to 1955 are obtained bv the National Council from the Department of 
Finance, Government of Andhra Pradesh = 

The total currency holdings of the Government sector represent the 
holdings of the Central and State Governments, the Local Authorities, 
the Government non-financial and financial statutory corporations and 
the Government legistered companies The balances of Central and 
State Governments held at the Government treasuries are obtained from 
the data published in the Report <; on Currency am] Finance The 
Reserve Bank data on Survey of Borrowings and Investments of Local 
Authorities’ are utihVed to estimate currency held by Local Authorities 
for the period 1950-51 to 1957-58 The National Council made rough 
estimates of these holdings for the years 1948-49 and 1949-50 The 
currency holdings of the Government non-financial statutory corporations 
could be estimated only for tivo of such corporations, namely, the Air 
India International and the Indian Airlines Corporation, since data are 
not available for others The currency holdings of other non-financial 
corporations are not likely to be significant 

The Reserve Bank of India, the State Bank of India, the Life Insurance 
Corporation of India, and the Industrial Finance Corporations of the 
State and Central Governments represent the Government financial statu- 
tory corporations Of these, the currency holdings of the Reserve Bank of 
India are not taken into account as the published estimates of total 
currency in circulation exclude them The Statistical Tables Relating 
to Bank^ in India provide data on the cash holdings of the State Bank 
of India* while estimates of the Life Insurance Corporation of India are 
derived from its published reports® The holdings of currency by the 

1 Report on Currency and Ctnance, Reserve Bank of India, Bombay 

2 Vute Letter from the Department of Finance, Andhra Pradesh Government, dated 

o April I O ', 9 

3 Reserve Bank of India Biiltetins, April 1058 and April i960, Rescrt-e Bank, of India, 
Bombav 

i Statistical Tables Relating to Bants in India, Reserve Bank of India Bombav 

3 Report arid Accounts of the Life Insurance Corporation of India, Bombas 
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IndusUml FinaDce Corpornuon .\nc\ ihc State V in, metal Corporaiions 
appear to be negligible The curicnq held by Goveinment icgisicrcd 
companies is estimated fiom the rombmed halanee sheet of such com- 
panies which the National Conned prepaied 

The particulars of ciineney holdings of all non Govci nment non 
iinancial coiporalions cvcluding foieign liranches aic obtained fioni the 
combined balance sheet which the National Council prepaied on the 
basis of blown-up data of sample companies Currcnci held b) foieign 
branches is estimated on the assumption that it consiiliites iS ”, per cent 
of the emrenev holdings of the huge non-financial public limited com- 
panies ’ 

The banking statistics published b\ the Reseiwe Bank of India protide 
a measuic of cmrcnct holdings of all Indian and foieign scheduled and 
non-scheduled banks in tlie Indian Union These figures given for 
calendar veais aie adpistcd to financial sears foi .niiving at the currenev 
holdings of the banks 

The estimates of cunenev holdings of insurance companies arc not 
separate!) available and lienee arc cleiivcd from the data on cash and 
deposits of insurance companies given in their balance sheets The 
combined estimates of cash and deposits of the Indian insurance com- 
panies ate fust adjusted to represent their Indian business as the esti- 
mates of cash and deposits gnen in then balance sheets relate to their 
business both in India and abroad The data icgarding business within 
and outside India of the Life Insinance Corporation for the tears iq“,6-!)7 
and aic used for this pin pose Bor the non-Tndian insmance 

companies hotvever data on cash and deposiis aic available foi onlt a 
letv yeais Therefore the esnmates for othei tears are derived on the 
basis of total assets of these companies by applting ihe ratio of cash and 
deposits to the total assets for the ycais for which data legardmg this 
breakdotvn is available The cash and deposits of provident societies as 
given in the summary of their balance sheets aic assumed to represent 
only their business m India 

The currenct holdings of all insurance companies and protident 
societies are then estimated from then total holdings of cash and deposits 
b) multiplying the lattci bv the corresponding ratios of ciurenci to currenct 
plus deposits of all non-Governmcni non-financial companies and hnalh 

^ N S R Sastn and K A Anlonv “Capital Toimation in the Corporate Bnsinc>;s 
Sector in India’ Paj)^ on National Income and 4llu’d Toincs Volume I Indian 
Cnnfcrenre on Roenrrh in National Jnronu ipfui, 
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the cilniuLcji aic .idjuMcd to fiiiancial )cais It nia\ be noted that the cui- 
lency holdings. o£ the Life Inbuiaiiee Coipoiation of India and the 
provident bocieticb aic intludcd in the Govcrnincnt scetoi cstiiiiatcs bincc 
the nalionaluation of life insurantc biisinesb in India in Scptembei 1956 

The currency holdings of the loan and investment and othei financial 
companies arc derived b) applying the ratio of their paid-up capital to 
the paid-up capital of the non-Govcrnmcni non-financial companies to the 
currency holdings of the lattci 

The cunenc> holdings of the cooperative credit soeitties arc obtained 
directly from the publication on Coopciative Movement in India The 
estimates of currenev held by non credit societies and land moitgagc banks, 
for which data on cuirency holdings arc not sepaiately available, are 
obtained by multiphing iheir aggiegatc holdings of cuirency, bank deposits 
and othci investments by the latio of the cuiiency holdings of the credit 
societies to then total holdings of cuiicncy, deposits etc 

The vaiiaiions in the cuiiency holdings of Individuals, adjusted for 
variations in the circulation of small coins, aic taken to represent Indivi- 
duals saving in the form of currcnc) The estimates aie presented in 
Table 3 1 1 

The cuircnc) holdings of the tliice dillcrcnt seclois arc shoivn in Tables 
3 1 2 to 3 I 4 Finally, Table 3 i 5 provides a comparison of the National 
Council estimates with those of the Reserve Bank of India which suggests 
iliat they arc not much different although the Bank estimates arc at a 
somewhat iiighcr lescl It may be pointed out that the enoimous drop 111 
currency holdings in 1951-52 might be due to the alter effects of the Korean 
boom ivheicas ihc even laigci jump in 1955 5O might be attiibuted to 
deficit financing on the part of the Government 

Deposits 

The estimates of Individuals saving in the [01111 oL deposits picsentcd 
in this chapter represent Individuals’ deposits with scheduled banks, non- 
schcdulcd banks, coopciative banks and coopciative societies The deriva- 
tion of the cstmiatcs of deposits with these financial institutions is dis- 
cussed below 

The Reserve Bank of India published detailed information on the 
ownciship of the deposits with scheduled banks in its bulletins, July 1959 
and July iqGo^ The faiily comprehensive information piovidcd in the 


1 Jlesa-vc BanK of India Bullctiro, Jul) 1959 J»ly > 90 o, Bombay 
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VUI Individuals' saving in the form 

of currency holdings (Wl-h'Vli) NA —582 800 —1240 —184 254 690 2005 
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two bullciins wns used b\ the National Council uiih some adjustments 
10 arrive at Individuals* saving in the form of deposits with scheduled 
banks 

The aboie bulletins supph infoimaiion about type of deposits under 
the three categories, namely, tune, demand and savings and also identify 
their ownership with specific dcposiioi groups wdieicver applicable and 
practicable The details of the breakdowns adopted bj the Reserve Bank 
are as follow's. Government and quasi-Government bodies, manufactur- 
ing mining and tiading concerns with a further spht-up ]nto corpoiaiions 
and unincorporated cnierpiiscs including sole piopnetorslups, financial 
concerns with a fuithcr split-up into banking, insurance etc, plantations 
public utilities and personal deposits 

The abov'c particulars of ownership of deposits provided by the Reserve 
Bank arc iiuli/ed as the basis for the icgrouping of ownership to fall in 
line with the dassifitaiion of the thice sectois, Government, Coiporations 
and Individuals, which is used for analytical purposes in this study The 
deposits held bv Government and quasi-Government bodies arc taken to 
represent total deposits of the Gov’crnmeni sector The deposits of manu- 
faciuiing mining and iiading concerns cvduding unincorporated enter- 
prises. sole proprietorships financial conceins and public ntiliiies are 
taken to constitute deposits of the Corporate sector Deposits of umncoi- 
porated enterprises and sole piopnetorslups and personal deposits are 
iclegated 10 the Individuals* sccioi The deposits undei iJie head wnr/ffcv/- 
fieci which turned out to be not more than Rs >00 in each case aie 
assumed to applv to the Individuals' sector It is also assumed that deposits 
classified as oflieii are held bv foreigners 

The Reserve Bank has been pioviding information in its publication on 
Trend and Piogie^ts of Banhmg in India aboiitj ownership of deposits 
in non-sthedulcd banks since iq^S, with some details on tvpe of deposits 
However, in the earlier vears this information is not as comprehensive as 
foi the latter period considered in this stud) The National Council 
worked out suitable ratios to identify ownership with type of deposits 
using the data. available for the latter period and applied the ratios to the 
basic data to estimate deposits of the three sectors.^ namely. Government, 
Corporations and Individuals, for the earlier period 

The estimates of deposit holdings of the different sectors of the economy 
derived in the above manner are blown up to represent the entire banking 
system as the coverage of the Reserve Bank survey of ownership of 
deposits IS not complete Foi this purpose, the Reserve Bank data on 
total deposits of all Indian scheduled and non scheduled banks relating to 
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their business in the Indian Union as well as data on all foreign banks 
operating m the country are used ’ Finally, the calendar }ear estimates 
are adjusted to financial years and Individuals’ saving is estimated as a 
change in the deposit holdings of the Individuals’ sector 

The loans and ad\ances made by the banking system to Individuals are 
not considered while estimating their deposit holdings since all t)pes of 
liabilities are separateh estimated and deducted from total assets to derue 
total net saving of Indniduals The esiimates of saving in bank deposits, 
presented in Tables 2 i to 3 2 4. are therefore gross of increases m hank 
advances to Individuals 

The estimates of Individuals’ saving in the form of deposits with co- 
operative institutions are derived from the Reserve Bank publication on 
Cooperative Mov'ement in India - The cooperativ'e institutions are 
grouped into three broad categories, namely, credit societies, non-credit 
societies and land mortgage banks The deposits held by Individuals m 
different types of cooperative institutions are pooled and annual variations 
after making appropriate adjustments for the accounting peiiod. are derived 
to represent Individuals’ saving It mav be mentioned that these estimates 
also are gross of liabilities to cooperativ’es 

A comparison of the National Council estimates of Individuals’ saving 
in bank deposits vsith the estimates of the Reserve Bank is provided in 
Table 'j 2 5 The estimates of the National Council appear to be some- 
what at a higher level as compared to the Reserve Bank estimates except 
for two vears, 1950-51 and 1952-5”,, in the whole series The Reserv'e Bank 
does not seem to have blown up its estimates of deposits derived from its 
sample survey data to cover the vvhole banking system This perhaps 
explains the comparatively lower level of rlie Bank estimates although the 
two senes do not differ greatlv 

Gold and Silver 

An important item of saving b) Indian households is represented by net 
purchase of gold and silver which are mostly used m the form of orna- 
ments and articles of decorative value The traditional Indian sentiment 
attached to ornaments partly explains substantial purchases of gold and 
Sliver the households Further, in the past and even now to some 
extent, lack of adecjuate banking facilities has prov ided a direct induce- 

1 Statisttral Tables Relating to Banks w India 

- Statistical Statement'! Relating to the Cooperative Movement in India Reserve Bank 
of India, Bombay 
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mctn for people lo sa\e liuii ucahh n» gold and sih<i. Hit nvo h* tor^i 
aic of (ouisc, not toinplttclt indtpeiuh nt 

The annual Rcfmits on Cm icnr \ aiul I mnncf publislud In ilif Rt'rnc 
Bank give inConnaiion about ([onusiu onipiii of gold anti '•iher m ft inn 
of quantity foi (alcndar M-ars 1 lu (juanint dat i aie adjinttd bt ibt 
National Conned to hnaneial \iais and au lahud at the annual average 
spot piice of gold and sdvtt at Bond>a\ Hit lignrtt aie lai dl) adjtnted 
for the total value of sinuggkd gold and (Vpaits ami itnpo''f«-, although 
the latter arc ncgbgdilc to aunt at tiit nit absorption of the nttiak 
The total net ahsoiption thus domed n a'''>ntnttl to itpttstnt fndnidual«' 
saving although some gold and sihtr puuhasis au made b) the C'orptnate 
sectoi also foi indnsinal uses but ilu l.iiiii au mn iit{l\ ti» bt signdn.uu 
The cloniesut prodneiion of gold js onh a liatuon faboui ontfouuhs 
of the gold nhirh is beluvtd to he sinnggled into Intba annnalU from 
Persian Gulf ports and oiliei pans of tin uoiid 1 ht piobkm of cstmiat 
ing the value of gold iluis snuiggled in n imUtd an irnpoiiant fine In 
the past, some aucinpis ncie madt h\ indnidnal leuauluis to cstmiatt 
the total quantity oi \alut of gold simiggltd into the tountrs but unfor- 
tunately none of the estimates stems to ht emiub, satnfi(n>rv Tlit 
cstiinaics provided liv the Ri'seivt Bank in ns icseaiili suuh t>f saving in 
India appear the best possible ami an* nlih/td in thn inonograjib 

The question of smuggling gold out of Imha is not ulen uii at nil suite 
the external pi ice alwavs icmained fai helou tin* inteinal pine tlunng tlu 
peiiod under studv f lie data on m t ahsoiption of gold and sihir b) 
Individuals arc shown in 1 ahk q q i 

Life Insurance 

Life insuiance is one of the impouani items of Individuals’ eoniiactual 
saving and ranks onh next to pi o\ ulent funds and pension funds *1 he 
characteristic of a conti actual saving is that the individual concerned agiccs 
either voliiniaril) or b) obligation ol sen ice tcinis to make regular pav- 
ments to a fund ovei a pciiod of lime, subtcct to the condition that he' 
would be paid back the amount icmiiicd bv him togcthci with or without 
inteiest and profits at a laici date The lime of icpa)nicnt, the mode and 
other details arc also usually picseiibcd in iiiles and icgulations goveining 
the fund In the case of life insuianec the natuie of the icsponsibilil) 
which a company assumes for the individual ronccincd depends upon the 
conditions under which the policy has been issued by tlic company A 



ESTIMATES OF INDIVIDUALS' SAVING 


91 


m 

m 

u 

K 

< 

H 


£>0 

«n 

« 

r~ 

On 


O 

H 

ON 

rr 




ai 

w 

s 

w 

Q 

Z 

< 

o 

.J 

o 

O 

b. 

O 

OS 

p 

u. 

M 

E 

H 

Z 

o 

z 

> 

< 

CO 


< 

D 

Q 

? 

s 


c 

o 


S 

c 


00 

«n 

Os 


«/% 

VO 

c^ 


v£> 

«o 

I 

in 

in 

0\ 


in 

in 

t 

T^ 

in 

ON 


Tf 

in 

I 

ro 

CN 


fO 

tr> 

t 

in 

On 




vn 

On 


in 

I 

o 

«n 

On 


O 

in 


On 


00 

On 


^ ON — » 
(S 


2 VO <s ri 
^ n i'^ 


is *-< <N 

£N in r- 


*n in 

in 


^ in 


On 

in 


00 in Z ^ 


fN ^ 

2 ^ ^ S 

^ <N 


<N r'j (n 


r*N 
On in 


►7- O 


« 

o 


5- — o 

On in Z< tT 

''I — 


C 

o 

S " 
o H 

Q U4 

2; CU 

2 9 


o 

bO 


_ c« ^ 
CL CO to 
fli H rx 


o 

£ 

Q 


V. 


<0 

“S' 

S 

o 


-rt 2 

o ^ 


o CiO 

e p, 3 

® P s 

^ p >5 CO 

►2 

5 ^ ^ <s f*"! 


Cl 

Co 

•O 

cs 


m 

m 


f^i 

fN 


cs 


NO 


m 


fN 

00 


<n 

VO 

m 


r- 

o 

CN 


m 

On 


<N 

O 

CN 


O 

to 


5<> 


to 


^ + 


II 

S <0 

"O "S 
a >5 
*=; o 


>t 

« 

X3 

e 

o 

cq 

o 

NO 

On 


x: 

a 

•Nj 


cq 

a 

■5 


« -5* 
S -g 
cq CQ 

s' a 

■3 E- 

c 

t-i 5 


-V r 
c >, 

■D p 

ffl § 

<u p 

£ o 

cs 

^ T3 

o c 

s: 

I- 

k, ■« 

"S s 

S M 

Ji 

S; w 

G ° 

t/i 

C* O 

„ o t? 

O ^ rj 
^ ^ 

0 S ■" 

1 SP g-tS 


to i 
a> 

a 

U4 

o 


«s 


r- — 

bO *t 3 5 :a 

p IZ O 

O sZ 

S 11 I 



9 " 


SAVING IN 1 N' 1 ) I \ 


lite insurance policy conieniplaLes insuiance against ones life or against a 
specific contingency and piemia aie paid by the insuied o\er a paiticulai 
period at the cxpiiy of which the company discharges its legal obligation 
to the insured 

The net increase in liabilities of all insurance companies to tlie policy 
holders in respect of their life insuiance business provides a measure of 
Individuals’ sa\ing m the foini of life insuiance The estimates of Indi- 
viduals’ saving in lile insurance can be obtained either from the balance 
sheet or the levenue account of all insurance companies The annual 
leports of the Controllei of Insurance^ and the Life Insuiance Corporation 
of India- provide relevant statistical material and give statements of the 
combined balance sheets and levenue accounts of all Indian and non-Indian 
insurance companies classified according to the type of business The net 
increase in life insurance funds can be derived as year-to-year change in 
the corresponding balance sheet items or from the life insurance revenue 
accounts The latter provide particulars of income and expenditure of 
the insurance companies in respect of then life insurance business only 
The surplus of the total premium income and other incomes net of 
payments over the curient expenses including charges on reserves as given 
in life insurance revenue accounts represents the additions to life insurance 
fund every year As a mattei of accounting procedure the cumulative 
estimates at the end of each )eai aie transferred to the corresponding 
balance sheet as on 31 December However, minor discrepancies exist 
between the estimates given in the published balance sheet and those 
leported in the revenue account The saving estimates presented here are 
directly derived from the life insuiance revenue accounts while the balance 
sheet data are used only foi checking purposes 

In this connection it must be mentioned that business done by provi- 
dent societies is assumed to repiesent wdiolly life business although this 
might not be entirely correct The business of such provident societies 
constituted only a small fraction of the total business done by the life 
insurance companies and thciefore it was not considered worthwhile to 
separate their business into life and non-life parts 

The life insuiance levenue accounts of Indian insurance companies 
pi 101 to nationalization, as given in the published reports by the Con- 
troller of Insurance, relate to then total business in India as well as 
abroad The estimates of life insurance funds are therefore adjusted to 

1 Indian Insurance 1 tai Book, Controllei of Insurance, Simla 

-Annual Ri port and Account'! of Life Insuiance Coiporation of India 
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represent only tlic net liabilities of insurance companies to policy holders 
in India The latio of gross premium income written direct in India to 
the prcmiuni income in respect of total business of all Indian insurance 
companies is used foi this purpose loi the year 1956-57 and 1957-58 the 
total life insurance funds attributable to the lesident policy holders are 
obtained directly fiom ilic annual reports of the Life Insurance Corpora- 
tion of India winch gne scpaiatc figures foi insurance business done in 
India and abroad 

'Ihe variations in the estimates of life insuiance funds, as derived above 
and adjusted to Imancial seats, lepreseni Individuals’ saving in the form 
of life insurance The estimates presented in Table 34.1, it should be 
noted, arc gross of all tjpes of liabilities to insuiance companies since the 
liabilities of the Indniduals sectoi have been dealt with separately 

A comparison of the Xaiional Council estimates of Individuals’ saving 
in life insurance with those of the Reset vc Bank of India is given in Table 
342 The National Council estimates show a clcai upward trend whereas 
the Rescrie Bank estimates show some flnctnalions 

Provident Funds 

The most important item of Individuals’ contractual saving is repre- 
sented by their contributions to provident funds The underlying prin- 
ciple of a provident fund scheme is that an employee pays regularly a speci- 
hed amount, usually prescribed as a percentage of his salary, to a fund 
maintained £01 the common benefit of employees within the same service 
In many services the employer also pays his contribution to tlie fund which, 
in most cases, equals the amount paid by the employee The employee 
and the employer make their contributions to provident funds regularly 
until such time the former ceases to remain in the service of tlie latter 
The terramation of service may occur through regular retirement or volun- 
tary resignation or any other contingency On retirement from service, the 
employee is entitled to the full amount contributed by him to the fund 
during the period of his service together with such interest as might accrue 
on the amounts paid by him as well as the matching contributions made by 
his employer, although in some cases the employer’s contributions can be 
claimed by the beneficiary only if he had put m a specified period of 

service 

The administration of provident funds is usually vested in a trust 
board representing the interests of the employer and the employees 
An employee can borrow money from the funds standing to his credit 
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Table 3.4.2 

EstuuteS! of InwvidualV Savjno m Life iNsuRANCt by tfie NCAER and Thf Reserve Ban’K, JSM849 to 1957*58 
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subject to some rules and icgulauons The general rules and regulations 
«oveining provident fund sclienics ,iic inuiually agreed upon and, in fact, 
some leguLuions aic also stipulated b) the Govcimnent to ensine proper 
nianagemeni ol the tiusl funds whuli are exempt fiom income tax 
The total eonti ibulions made bs the cmplosces and the cmplo)(is 
togethei with net atertied nueicsi le net of expenses less the .unounis 
adsaiKcd to them icpieseni Individuals* sasing in the foim of piovidtiu 
funds Houenci, in this siudi the amount of inteiest attrued to the 
etnploiees eould aiot be taken into at<o\nn in the measurement of sa\ing 
foi want of leliable data 

Gonenimenl Employee}, 7 'hc data icgaiding provident fund conlnbn- 
nons of the Central and State Goveininent cmploiees ate obtained from 
the Office of the Comptroller anel Auditoi General of India The data, 
except for the last \eai in the senes aie avaijAble in published leports* 
while those for the last scar aie obtained through the eouriesv of the 
Office of the Comjjtrollei and Auditor General The rcpoits provide 
information about the provident funds of the employees of the Ccntial 
and State Governments scparatelv The accounts presented show’ the 
opening and closing balances the total leceipts and icpa)menis and the 
inteiest paid during the yeai The National Council estimated the net 
contributions to provident funds as the difference between the receipts 
and the repayments made dining the )car In Lius connection, it should 
be mentioned that the estimates upto 1955-56 relate onl) to the cmplovees 
of Part A and Pait B States wdiile they extend to emploxecs of all the 
States for the subsequent peiiod 

The provident funds of employees of Local Authorities could be covered 
only foi the category of those w'orking in educational institutions No 
eftorts could be made to estimate the funds of all other categoiies of 
employees but the' amounts involved arc not likel) to be of anv significant 
magnitude 

Industrial Workeis The Government of India passed legislation in 
1948 making it compulsoiy for the employers of coal mines to institute 
provident fund schemes for the benefit of their workeis The Act pres- 
ciibed the minimum sue of the mining establishment which should 
piovide piovident funds for its wmikers whose salaries fall below’ a specified 
minimum The provident fund schemes obtaining in the coal mines are 
supervised by the Coal Mines’ Provident Fund Commissioner ivith whom 
the employers should deposit the funds that accumulate to the credit 

1 Combined Finance and Revenue Accounts of the Central and State Governments tn 
India, Office of the Comptroller and Auditor General of India, New Delhi 
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of die employees The Commissioner administers the funds, makes invest- 
ments and maintains operating accounts The periodical reports pub- 
lished by the Commissioner piovide detailed information about the 
opening and closing balances, the cunent receipts, withdrawals, repay- 
ments etc^ The National Council used all the available published 
data together with some additional information obtained through the 
courtesy of the Commissioner to estimate the provident funds of the 
coal mine workeis fiom 1948-49 through 1957-58 
The Government of India passed compiehensive legislation in 1952 
pioviding provident funds for employees in six major industries The 
Act piescribed that employers of the specified industries should formulate 
schemes for the benefit of their employees provided they came under 
the purview of the Act In other words, the employer was required 
to institute a provident fund scheme if he employed a minimum 
^ number of workers ivhich was 50 at the commencement of the Act 
Since Its inception the Act underwent significant amendments whereby its 
coverage was extended By the 1953 amendment the Act was made appli- 
cable to factories employing even less than ' 50 workers Secondly, the 
Government is empowered to apply the provisions of the Act to any 
factory establishment, although it does not belong to the industries to 
which the Act applies, where the employer and the majority of the em- 
ployees agree to come under the Act The administration of the Act is 
vested in a Commissioner with whom the funds are deposited The 
Commissioner maintains operating accounts of the funds and publishes 
annual reports^ which review the financial position 

In this connection, it must be noted that an establishment belonging 
to a specified industry can seek exemption from its application provided 
the Commissioner is satisfied that the management concerned has been 
maintaining a provident fund scheme which is considered more beneficial 
to the employees than the one contemplated by the Act The provident 
funds of such exempt categories of establishments are actually admimstered 
by the employers or trust boards but required by law to submit periodically 
operating statements to the Commissioner The Commissioner consolidates 
the information about the funds direcdy managed by him or unexempt 
categories and provident funds obtaining m the exempt categories 

Annual Report of the Working of the Coal Mines Provident Fund, Ministry of 

Labour and Employment, Government of India 
^Report on the Working of the Employees' Provident Funds Scheme, The Central 
Board of Trustees, Employees’ Provident Fund, Ministry of Labour and Employment, 
Government of India 
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The National Council consulted the annual leports of the Commissioner 
since the inception of the Act and deiived estimates of provident funds 
of workeis both in the exempt and unexempt categories of establishments 
The data for the last year in the senes and additional details foi the 
earhci peiiod have been obtained by the National Council through the 
courtesy of the Commissionei 

The Act does not apply to employees who receive moie than Rs 500 
per month and the data provided by the Commissioner do not include 
the provident funds of such employees The estimates presented in this 
study, therefore, tend to understate Individuals’ saving 
Employees of Educational Instilutions The saving in provident funds 
of employees of educational institutions is estimated from the information 
available about the salaiies paid to them and an assumed rate of their 
contributions to piovident funds The reports published by the Ministry 
of Education^ provide separately data on salaries paid to teaching staff 
in various schools, colleges, univeisities and research institutions and 
data relating to salaiies paid to administrative staff in colleges and 
universities only It appeals that about is^ pei cent of the salary 
of the employees lepresents their saving in provident funds and it is shared 
equally by the employer and the employee The National Counal esti- 
mated the gross contributions to provident funds of all employees m 
educational institutions on the above basis 

The next problem was to decide upon a proper basis foi estimating 
total repayments and withdiawals to aiiive at net provident fund contri- 
butions of these emplovees In the absence of any other relevant indi- 
cator, the employees of educational institutions aie ixeated on a par with 
employees of State Governments and the ratio of repayments to total 
contributions of the employees of State Governments is used to derive 
estimates of repayments to employees in educational institutions The 
estimates of repayments thus arrived at are deducted from the total gross 
contributions in order to obtain net saving in the form of provident funds 
of employees in educational institutions 

It may be mentioned that the saving estimates given here also include 
contributions of the temporary staff in educational institutions who are not 
eligible for provident fund benefits Again, the net contributions of the 
staff m educauonal institutions managed by Central and State Govern- 
ments are already covered in the provident fund estimates of Government 

^ Etlucation m India and Education in Unweintics in India, Ministiy of Fdiifatioti 
Ga\emment of India ' 
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cinplfncc!, and to this extern tbcie is a double counting, although (he 
amounts involved arc not IikcK to be substantial On the other hand 
as ahead) pointed out. t!ic contributions of administrative staff employed 
in schools and research institutions aic not covered in the estimates of net 
provadent fund contributions and, therefore, to this extent, the figures 
lend to be undci stated 

Employees of Fiuananl Iiistitniions Savung in provident funds of 
etnplo)ecs of various financial institutions are separately estimated with 
the exception of loan and investment companies for want of data How- 
ever, the magnitudes involved in terms of provident funds of employees 
of loan and inv'cstinent toiupanies may not be high considering then rela- 
tive position among financial insiiiutions 

The provident fund contributions of the employees of the Reserve Bank 
of India aie obtained direcdv from the Bank’s study of savnng The esti- 
mates foi emplovccs of other banking companies are derived on the basis 
of the wMges and salaries p.ud to them as reported in their income and 
expenditure siatcmenis published bv the Reserve Bank ^ It is assumed 
that a constant proportion, namely, 12] per cent of the total wages and 
salaries leprcscnts the total contributions to provident funds made by 
eniplovccs and cmploveis in all types of banking institutions 
The annual reports* of the Life Insurance Coiporation of India provide 
data on the Corporation’s contributions to staff provident funds The 
relevant data arc available foi the periods 1 January' to 31 si August iqyG 
j September 195(1 to 51 December 1957 and for the year 1958 These data 
arc adjusted for the differences in the accounting period to obtain the 
comributions made bv the Coiporation to provident funds during the 
years 1956 and 1957 It is assumed that the emplo)ec’s share in the con- 
tributions to provident funds is equal to the cmplojcr's shaie and the 
above estimates of the Corporation’s contributions arc doubled to repre- 
sent the total provident fund contiibutions credited to all the employees 
of the Life Insurance Corpoiaiion of India during the years 1956 and 1957 
The estimates of pi ov idem fund contributions of cmplojees of all non-lifc 
insurance companies for the ycais 1956 those employed 

in both life and non life insiiiancc companies for the )cars 1948 to 1955 
arc dcriv'cd on the basis of the data available in the annual reports pub- 
lished by tlic Conti oiler of Insurance* These icports provide data on 

i Statnhral 1 nblrs RrUiltJig to Uaiihs in India 

z Annual Rrfjoit and Arcounh of the Life Insuiancc Coipmaliou of India 
3 Indian Insurance Year Rook 
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onl) the total cvptnsts of rnaiia^ttiKiit Jlf'SHt, the aenaj^f i.iten eif 
wages and salaries to total expenses oi nianagtinent of the I tf^ ln*>,nnrc 
Coiporation eif India loi the seais U(*,ti usd leisfit tn si'^ 

annual repous. is applied to the total expenses of manai^rtne lu to 
the total wages and salat les panl to tlu empU»vtrs of all in’Ut.oitr eon; 
panics Tlie total conn ihimons t<i pjovnUnt funds of tlu-'c rmp|(;srt« 
aie derived fitini the estnnaies of u utes and s.dtties hi a-nunni" the s.nie 
proportion of roniiihutioti to piovident Innds as in tlie « of of th^ Life 
Insurance Coipoi,Uion of Indn 

The annual csinnatcs of pun idem fnml eontiihnuons of ctnphnffs <if 
all banking institutions and insutanu eonipuiie' au aihitt! {e»^rth« and 
then adjusted to (inane nl \<ais d ht cstiuntc. lu (in dh luttrd out bs 
deducting lepaMUcnts .nul wiihdian.ils nhuh are c^tunurd In uung tht 
ratio of uithdiawals to »ioss pien’idtni fond tomribuinnu of State Go\ 
ernment cmplosccs 

Aggjegate ristiniatr\ J'he auniej^ait estnn.itts ol Indunlu.ds' saiuu; in 
piovident funds arc obtained as the sum of the net e oniiibiitions of the 
various catcgeines of tinplosces 1 he savinu: esiiniatis of the \auona1 
Council arc presented in Tables i and ‘5-0 ishile a eonipanson ed 
these estimates isith the Rtscise Bank estimaiis is prosidtd m ! abk 3 3 

The Bank cstmiatcs .ue uniformh higlui than tlu \attonil Counnl esti- 
mates throughout the period This imi^lit paiih lx due te» the lujiiier 
estimates of piovidcnt funds onttinatim; in the eomppiu set tor uhith the 
Bank estimated on the basis of i sample studs Ilu stius, hovtvei. in 
both cases clcarl) inehcatc an upuaid trend 

Pension Funds 

The third item of conn actual s.iMne; is comprised of frunii) pension 
funds and other pension funds 7 he former eoieis the Genet al lannh 
Pension Fund, the Bomba) Faiinh Pension I mid, the Bengal (Jnistian 
Family Pension Fund, the Hvdciabad Famil) Pension Fund and other 
family pension funds while the latter iclatcs to the Hindu Famil) 
Annuit) Fund, the Postal Insurance and Life Anmut) rund the Staff 
Benefit Fund, the Fechmcal Tiamccs Benefit Pension Fund, the Clergy 
Endoument Fund etc The operating siatcmcnts of the didcicnt late 
gories of pension funds which disclose opening and dosing balantcs, the 
total leceipts and rcpa)mcnts made during the xcai and data on interest 
payments arc published b\ the Compiiollci and Auditor General of India » 

1 Combined Finance and Revenue /fccouiit^ 0/ the (>cntinl and Slate Govcinrnents in 
India 
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Item IV Reserve Bank of India Bulletin, March 1960, and Statistical Tables Relating to Banks in India, Reserve 

Bank of India, Bombay 

Report and Accounts of the Life Insurance Corporation of India, Bombay 
Indian Insurance Year Book, Controller of Insurance, Simla 
Item V Education in India and Education in Universities in India, Ministry of Education, Government of India 
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These data are used by the National Council to estimate Individuals’ saving 
m pension funds for the years 1948-49 to 1955-56, while for the last two 
years the relevant information is obtained through the courtesy of the Office 
of the Comptroller and Auditor General of India 

Individuals’ saving in pension funds is measured net of all withdrawals 
and repayments and the estimates are shown in Table 361 The 
estimates appear to account for only a negligible proportion of the saving 
of Individuals The net saving in pension funds was, in fact, negative 
by srhall amounts during the first three years in the genes but later on 
increased steadily from Rs 5 million in 1951-52 to Rs 31 million by 
1957-58 The increase perhaps reflects the institution of suitable schemes 
tor promoting saving in the form of pension funds 

Small Savings 

The different types of small savings include the National Saving Certi- 
ficates, the Treasury Savings Deposit Certificates, the 12-Year National 
Plan Saving Certificates, the 15-Year Annuitv Certificates, the Post-Office 
Savings Bank Deposits and the Post-Office Cash Certificates Individuals' 
saving in the form of Post-Office Savings Bank Deposits should be treated 
on a par with other bank deposits since they are as liquid as other deposits 
However, in this study, they are included under small savings for the 
reason' that they are so treated by the Government A similar treatment 
will help easy comparison of the National Council estimates with those of 
others 

The Reports on Currency and Finance provide data on annual receipts 
and repayments under different items of small savings which are used by 
the National Council to arrive at net saving The total receipts less repay- 
ments, aggregated over all categories, are assumed to represent wholly 
Individuals’ small savings It is likely that the Local Authorities might 
have purchased some types of saving certificates issued by the Government 
but the amounts involved are hot likely to be of any significant magnitude 
The estimates derived by the National Council are presented in 
Table 371 which suggest that the net receipts increased by more than 100 
per cent during the period under study 

/ 

Government Securities 

The cash subscriptions of Individuals to the market loans floated by the 
Central, State and Local Governments constitute their saving in the form 
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of Government securities The net changes in the marketable rupee loans 
and treasury' bills issued by the Ccnir»il Government, the perinancnt debt 
and the floating debt of the State Governments and the market loans of 
the Local Authorities provide a measure of the total bonwstngs from the 
public thiough the issue of Government securities Indniduah’ saving in 
Government secuiities can be estimated as a residual b\ deducting from 
the net variations in these securities the changes in> the holding of the 
Government and the Corporate sectors 
Fairly reliable information is available on the total securities issued and 
securities held by the coiporate bodies, ivhile the data on sccuritv holdings 
of the Government sector are not available in as much detail as to penmt 
the derivation of Indn iduals’ holdings on a residual basis In the absence 
of any better alternative the National Council decided to use the estimates 
made by the Reserve Bank of India in its study of saving 

The Reserve Bank gives estimates of the variations in the household 
sector’s net claims against the Government sector for the vears 1950 sji to 
1957-58 The estimates of the variations m the Central and State Govern- 
ment securities actuall) relate to the initial subscriptions of the household 
sector It should be noted that the Bank does not take into account the 
purchases or sales of Government securiucs by the households other than 
their initial subsciiptions The estimates arc made on the basis of surveys 
conducted by the Bank regarding the initial subscriptions of various 
sectors to the market loans of the Central and State Governments during 
the years 1955-56 to 1958-59 

The changes in Individuals’ holdings of securities of the Local Authori- 
ties are, however, estimated bv the Reserv'e Bank on the basis of its peno- 
dical surveys relating to then borrowings and investments The invest- 
ments of banking and insurance companies in tlie securities of Local 
Authorities and as well the inter-Local A.uthoiity investments are deducted 
from their total borrowings' to arrive at the net purchases bV the Indi- 
viduals 

The estimates of Individuals’ sav'ing in Government securities are pre- 
sented in Table 381 The series suggests that there has been a tremen- 
dous increase in Individuals’ saving in the form of Government securities 
during the last year of the First Plan and the first vear of the Second Plan 
The dissaving (piaciically negligible) in 1957-58 is rathei sinking 
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Corporate Securities 

Foi the purpose of this stud). Corporate securities comprise shares and 
debentures issued by all non-Government companies and share capital of 
all cooperative societies The estimates of Individuals saving in different 
types of securities are derived separately from the data available in various 
sources The procedures adopted by the National Council are discussed 
below in detail 


> 

Company Securities Thcf Conti oiler of Capital Issues (CGI), Gov- 
ernment of India, publishes periodically reports on the consents 
granted to companies for raising capital in the money market 
Under the law, all companies which propose to issue capital worth 
more than Rs. 500,000 are required to secure pnor permission from 
the Controller The Controller maintains a record of the applica- 
tions received by him for capiul issues, the number of such companies 
and the amounts for i\hich consents are given, the capita raise 
by the companies and such other details^ Upto 1956, t e ata pu 
lished by the Controller reveal the amounts of capital ra^e y t e c 
panics against the consents obtained by them during 1 erent years u 
the data relating to actual capital laised from year-to-year are ^ , 

It IS conceivable that some companies might not have raised the 
during the same year in which they secured the consents, is ^ 
tends to render the d.ita published by the Controller somewhat “"depend- 
ablc to estimate the total capital raised by the companies P 

cular year However, for the years 1956 to 1958 annua 
available separately for the actual amounts raised by t e , 

pectivc of the year(s) in which the corresponding consents were 

The CCI data also provide a breakdown of the 3 ; 

panies by the categories of new shares which inclu e or raoital 

ference shares issued for cash, the bonus issues an t e ^ 

The data, which are subject to the limitations pointed °^ov", ^ 
utilized by the National Council to derive estimates of the "Ganges m 
total share and debenture capital of all non-Government companies 

separately 


1 Quarterly Statistics on the Working of Capital Issues 
of Capital Issues, Ministry of Finance, Government o 
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An important source from which it is possible to denve an independent 
estimate of the changes m the share capital of all companies is the infor- 
mation published by the Department of Company Law Administration.^ 
The National Council consulted all the published information and also 
obtained additional details from the Office of the Company Law Adminis- 
tration (CLA) and derived a series of total paid-up capital of all kinds of 
companies as at 31 March of each year for the period 1948-49 through 
1957-58 The variations in the paid-up capital series obtained from the 
data compiled by the CLA represent the net changes in the paid-up capital 
of the companies In other words, the decreases in paid-up capital due 
to forced or voluntar) liquidations of companies are deducted from the 
increases arising out of new capital issues in arriving at the total paid-up- 
capital of the companies 

The Reserve Bank publishes consolidated financial statements of all 
banking companies^ in India from which their aggregate paid-up capital 
can be obtained The paid-up capital series of all insurance companies 
can likewise be arrived at from the annual reports of the Controller of 
Insurance ^ As regards non-financial companies, no such consolidated 
statements are available from any source The Reserve Bank analysis of 
finances of non-Government non-financial companies, however, provides a 
measure of the paid-up capital of all such companies on a sample basis 
The samples of 750 and looi public limited companies taken by tiie Bank, 
it IS reported, account respectively for about ti\o-thu:ds and three-quarters 
of the total paid-up capital of all non-Government non-finanaal public 
limited companies The paid-up capital data given in the sample studies 
are blown-up using the appropriate multipliers to arrive at the paid-up 
capital of all non-Government non-financial companies The data thus 
derived from different sources are utilized to derive a complete series of 
the total share capital of all non-Government companies 

The National Council compared the CLA estimates with the paid-up 
capital series based on the data published by the CCI and the series derived 
from the publications of the Reserve Bank The CLA paid-up capital 
senes for non-financial companies differs to some extent fiom the estimates 
derived from the Reserve Bank sample studies while the two estimates are 


I Working of Joint Stock Companies in India, ippa-pp and ipsp-^j, 

^954'55> Monthly Blue Book on Joint Stock Companies in India, March and Scp- 
tembei i959> Department of Company Latv Administration, Ministry of Commerce and 
Industry, Government of India 
” Statistical Tables Relating to Banks m India 
s Indian Insurance Year Book 
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quite dose in case of banking and insurance companies On the other 
hand, the changes in tlie total paid-up capital of all non-Government com- 
panies as derived from CLA data differ substantially from the correspond- 
ing CGI esumales, probably because of the various reasons indicated above 
It may also be noted here that the CLA is the only source which gives a 
consolidated picture of the net changes in paid-up capital of all non-Gov- 
ernment companies The series is considered the most reliable and com- 
prehensive to represent the total paid-up capital of all companies and 
therefore is used for this purpose 

The paid-up capital series, obtained from the Department of Company 
Law Administration, represents only share capital which is the most 
important source of company hnance in India The National Council 
depended on the data furnished by the Controller of Capital Issues 
which show separately the amounts raised by companies through deben- 
tures against the consents given to them during different years These 
data, however, suffer from the limitations already indicated above 

An alternative estimate of the total debenture capital raised by all com- 
panies IS denved on the basis of data available in other sources The 
information contained in the Reserve Bank analysis of finances of non- 
Government non-finaiicial companies shows separately the debenture 
capital issued by such companies The sample data are blown up to arrive 
at the debenture capital of all such companies using the total paid-up 
capital of all companies as a blow-up factor The data on debenture 
Capital issued by the financial companies are directly obtained from the 
publications of the Reserve Bank and the Controller of Insurance 

The two sets of estimates on debenture capital are finally compared -and 
the CCI estimates are preferred to the other estimates since they appear 
more reliable notwithstanding the limitations 

The total securities (shares and debentures) thus derived represent the 
holdings of the three sectors. Government, Corporations and Individuals 
In order to arrive at the changes in Individuals’ holdings, the changes m 
securities held by the Government and Corporate sectors are deducted 
from the year-to-year increases in total securities The most important 
Governmental agencies which hold Corporate securities are the statutory 
financial corporations of the Central and State Governments The hold- 
ings of these corporations are estimated from the information available 
in their balance sheets which the National Counal analysed The data 
for the Government registered companies are duectly obtained from the 
balance sheets of all such companies No effort is made to estimate the 
ownership of securities by the Central and State Government departments 
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The securities held by Local Authorities are estimated on the basis of the 
data contained in the Reserve Bank Survey of Borrowings and Investments 
of Local Authorities ^ 

The holdings of the non-Gov eminent non-fmancial companies arc derived 
from a blow-up of the available sample data using the total paid-up capital 
as a blow-up factor The securities held by banks, insurance companies 
and provident societies are obtained from the annual reports of the Reserve 
Bank of India and the Controller of Insurance SecuriUes held by loan, 
investment and other financial companies are derived on the basis of the 
ratios of their paid-up capital to that of the non-Government iion-financial 
companies in the absence of relevant data 

The security holdings of the Corporate sector as derived from their 
balances sheets in the above manner relate to then investments in shares 
and debentures issued by both Indian and non-Indian corporations The 
investments m foreign Corporate securities by Indian corporations are 
deducted from their estimated total security holdings to arrive at the Cor- 
porate sector holdings of the domestic Corporate securities The data given 
in the Reserve Bank Suroeys of Foyeign Liabilities and Assets are 

used for this purpose Foreigners in their turn partly finance the Indian 
corporations by investing in their shares and debentures The total hold- 
ings by foreigners of the shares and debentures issued by Indian companies 
are also estimated from the particulars available in the above surveys of 
the Reserve Bank 

The net increases in Individuals’ holdings of company securities are 
estimated by deducting from the net changes in total securities issued by 
all non-Government corporations the corresponding variations in securities 
held by the Government and Corporate sectors as ivell as foreigners 

Conceptually, investment by Individuals in shares and debentures of 
foreign corporations should also be taken into account while estimating 
Individuals’ saving in Corporate securities Hoivever, as no dataware avail- 
able regarding Indnuduals’ investment in foreign company securities, 
i\hicli in any case aie not likel) to be significant, suitable adjustments 
could not be made 

The National Council estimates of Individuals’ saving in tlie form of 
company securities are presented in Tables 391 to 394 Table 3.9 5 
shows a comparison of the National Council estimates with those of die 
Reserve Bank of India Both the sets of estimates reveal, to some extent. 

1 “Survey oE Borrowings and Investments of Local Authonties”. Res^tve Bank 0/ India 
Bulletins, April 1958, February 1959 and April i960, Bombaj^ 



Individuals’ Saving in the Form of Company Securities, 1948-49 to 1957-58 


ESTIMATES OF INDIV-I DUALS' SAVING 


^ ^ 
•2 3 C- 

et ^ ^ 
> tii G 
Cl c 

^ C 3 

O tH »-< 

Z ° 


Z Z ‘O 


Item l (2) Report on Currency and Finance, Reserve Bank of India, Bombay. 

Item II Table 3 9 3 
Item in Table 3 9 4 

It: n IV . Survey of India's Foreign Liabilities and Assets, Reserve Bank of India, Bombay 
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erratic fluctuations in Individuals sating in company secuiities during 
the period under consideration, but they seem to be more piorainent in 
the estimates made by the Reseive Bank Again the annual estimates 
made by the Reserve Bank and the National Council are wide apait except 
£oi the yeais 1953-54 and 1951-55 when the two sets of estimates seem to 
compare favourably The Reseive Bank estimates, on the whole, aic 
somewhat lower than the National Council estimates save for the last two 
years in the series The maximum diffeienccs between the two sets of esti- 
mates occur during the )ears 1951-52 and 1955-56 which form the fiist and 
last vcais of the Fust Five Year Plan and while it is not possible to explain 
these diffeiences, it ma} be pointed out that the negative sign in the Bank 
e'^timatc £01 1951-52 seems questionable and the veiy lots Bank estimate 
foi 195556 IS associated with a veiv high estimate foi 1956-57 

Coopeiatwe S/mics J he data on the shaie capital of diftcicnt types of 
coopeiatue institutions opeiating in the countiy are available in Llie 
annual leports on Coopeiatue Moiement in India published by the Resene 
Bank The reports give a detailed bicak-up of the owmeiship of shaies float- 
ed by diffeient types of coopeiaincs but such details arc howcvei, available 
only since 1957-58 Individuals’ subsciiptions to the shaic capital of the 
cooperatives arc estimated foi difleicnt seals by the National Council on 
the basis of the piopoition of Indniduals’ shaie in the total paid-up capi 
tal of coopciaiives duiing the scat 1957-58 Ihc scai-to-ycai changes in 
Individuals' holdings of coopciatisc shaies aie taken to repiescnt then 
savings 111 this foim The cstiniaics of saving aic adjusted to financial 
years as the basic iiguies relate to veais ending 30 ]unc Table 396 
piesents the estimates for the pciiod 1949-50 to 1957-58 svlnch shmv a 
using tendency by legistcring an increase of about 100 pei cent bctw'ccn 
. ycais 1953-54 and 1957-58 
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“Relates to agricultural ytars ' 

N=Nil or negligible 

Source Statnttcal Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay 
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l7idividuals’ Non-Finanaal Assets 


The estimates of diiect investment in non-fmancial assets by Individuals 
assume considerable importance as nearly tivo-thirds of their savings arc 
channelled direcdy into tangible assets The National Council endea- 
voured to identify all types of non-financial assets in which Individuals 
invest but the available statistical information did not permit complete 
coverage of all the items As a result, useful estimates of investment in 
physical assets could be derived only for farm investment, building cons- 
truction, non-corporate business assets and some items of transport equip- 
ment Investment of Individuals m faim inventories and non-corporate 
inventory investment, except for registered enterpiises, remain completel) 
left out owing to lack of usable data No attempts are made to estimate 
separately Individuals’ investment in consumei duiables except for items 
such as motor cars included under transport equipment 

The National Council consulted the various reports issued by the 
National Sample Survey to arrive at Individuals’ investment in some phy- 
sical components as per details discussed under the items concerned The 
National Council also made full use of the valuable data contained in the 
Rural Credit Surveys conducted bv the Reserve Bank, particularly to derive 
the estimates of Individuals’ investment in agriculture which is the most 
important item The data contained in the reports of Census of Manu- 
factures are used to estimate investment in physical assets of non-corporate 
enterprises The production statistics published by the Directorate of 
Industrial Statistics and the data on imports of cars etc , published by the 
Directorate-General of Commercial Intelligence and Statistics, arc made use 
of in estimating Individuals’ investment in transport equipment The 
detailed procedures adopted in processing the data available in various 
sources, the methods of estimation of gross investment, the derivation of 
depreciation allowed on assets and finally estimates of net investment are 
discussed, in detail, in the following sections 

Estimates oj Depieciation 

An important problem in estimating Individuals’ net investment in 
physical assets is the appropriate adjustment for depreciation on these 
assets Practically, no information is available either on the magnitude 
or the rates of depreciation relevant to different types of capital assets, 
except for certain rough indicators on the life of a few assets The 
National Counal examined thoroughly all the available information in 
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this regard and attempted to arrive at a reasonable estimate of the period 
of life of these assets vis-a-vis the rates of depreaation to be allowed 

The straight-line method of depreciation is used to derive depreciation 
incurred on different items of physical assets held by Individuals This 
method assumes that the capital value of an asset is consumed in equal 
instalments over the entire life of the asset, and the actual amount allowed 
every year for capital consumption is represented by the original value 
of the asset divided by its period of life It should be noted that the year- 
to-year variations in the intensity of use and rate of obsolescence or the 
changes in the prices of the asset ov^er its period of life are not taken into 
account 

The total amount of depreciation inctured in any particular year can 
be split up into two distinct components, viz, depreciation incurred on 
the new assets acquired during the year and that allowed on the total value 
of assets accumulated up to the period Practically no usable data are 
available to estimate the cumulative depreciation The National Council, 
therefore, attempted to estimate the gross investment for the past years as 
far back as the assumed life periods of the assets extended A detailed 
investigation was made to obtain a reliable picture of trends in different 
types of assets in the past years on the basis of the available information 
For this purpose, the current trend in gross investment was extrapolated 
after roughly adjusting it for assumed variations in the structure and the 
level of the economy caused by such factors as war, agrarian reforms etc 

The nature of the trend in gross investment over the period 1948-49 to 
"1956-57 is first observed by plotting the available data A straight line fit 
by the method of least squares is found to explain the trend for most of 
the Items over the nine years The trend factor is then suitably adjusted 
to allow for possible variations in the rate of investment before 1948-49 
For example, in the case of investment in land improvement;, the original 
trend coeffiaent obtained from the least square fit is halved while for 
investment in farm construction 75 cent of the trend coefficient is 
considered reasonable In the case of non-corporate fixed assets, the annual 
investment figures obtained by using the original trend for the period 
1939-40 to 1947-48 are reduced by 50 per cent to allow for the assumed 
fall in such new investment over this period 

A different procedure is adopted to estimate investment m urban resi- 
dential and non-residential construction prior to 1948-49 The rate of 
increase in urban residential construction amounted to 10 per cent per 
annum during the years 1948-49 to i955-5^ ^od about 25 per cent during 
1955-56 and 195657 As construction activity m the past was much less 
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an annual rate ol 5 pci tent was taken to icpresent the mciease in invest- 
nient in the cailicr pciiod In siinilai manner, lor investinent in non* 
residential constuictioii an annual increase ot 0 pci cent is assumed 
The methods adopted foi estimating investment in cailiei years, as 
explained above, take no explicit account ol the piicc variations It may 
be argued that the lupee value ot the physical asseis in the past was much 
diflerent trom the prices picv ailing during the pciiod under study To 
this extent, the estimates ot gioss investment derived by extrapolating the 
cunent series do not leflect then oiiginal prices but lather their values 
m teiins of the pi ices ot the period 1918-49 to i95()-57 when a lelatively 
small average annual latc ot increase in prices pi evaded in contrast to 
the major increase Ironi the pic wai peiiod 
The amounts ot depicciation incmied on new assets accjuired during 
the peiiod 1948-49 through 19511-57 as also the allowances made on the 
total value ot accumulated assets aie then estimated by applying the 
stiaight-line method As the estimated values of tlie assets accumulated 
up to 1948-49 do not reflect their original prices l)ut rather their values 
in terms ot current puces projected backwaids for earliei years, the esti- 
mates of depreciation deiived as above are intermediate between an oiigi- 
nal cost and a replacement cost basis It may be noted that the variations 
m prices have been shaipei in the pie war )ears as tornpaied to the posi- 
wai years It it is assumed that, as a result ot quality improvements, the 
usual price deflator for capital goods moderately ovei stales the coriection 
neccssaiy in reported ciureni rupee values of investment, the depreciation 
estimates piesented hcie rna) be close to a leplacement cost basis 

Several reasons ma) be given for not taking the ultimate step of estimat- 
ing depreciation on Individuals’ non-tinancial assets on a strictly replace- 
ment cost basis, which takes into account explicill) the variations in prices 
Such an adjustment when attempted did not seem to give as icasonable 
results as those piesented here, because of the pooi quality of puce and 
othci related data It may be pointed out that the estimates of deprecia- 
tion deuved aie subject to a substantial margin of error resulting from 
the extrapolation of cm rent trends in gross investment into the past 
J hese cirors aie probabi) much more significant than the adjustments to 
be made m regard to the )eai-to-year variations in the prices of the physi- 
tal assets in the peiiod covered 

rive methods adopted to estimate the gross investment, depreciation 
and net investment in diffeicnt items of Individuals’ physical assets are 
dcsciibed below 
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Faim Investment 

All types of faj;m expendiiuies are grouped under five categories, viz, 
land improvement, irrigation, purchase of agi-icultural implements, machi- 
nery etc , constT notion of farm houses and other capital expenditures The 
icports of the Nation^^l Sample Survey* (NSS^ ^nd the All India Rural 
Credit Survey^ (RCS) provide usable data on different items of farm 
expendituies The follow-up of the Rural Credit Survey^ also gives 
infoimaiion on these items for the year 1956 57 but as ’.t was a purposive 
survey confined to only 1 1 ' districts, the data obtained are not helpful 
in deriving all-India estimates The NSS collected information in its 
second and third rounds on various items of farm investment such as 
consiiuction of wells, tanks, houses etc The classification of items, how- 
evei, IS loo general in the NSS w'hich has grouped construction of wells 
and tanks with houses and lias given the per household expenditure on 
the eonstiuction 01 improvement of houses, wells, tanks, bunds etc 
The RCS, on the other hand, gives separate estimates of per family 
expenditure on different items of farm assets and hence is preferred to 
the NSS Further, the NSS estimates for the second and third rounds 
show wide fluctuations thougli both of them relate to almost the same year. 

The RCS data, however, have their own limitations The presence of 
.1 laigc non-nioneii/ed scctoi in the lural areas is not accounted for in 
the RCS estimates Tlic RCS figures thus 1 elate only to the cash expendi- 
tuies of luial households and do not include the acquisition of assets 
through non-cash expenditure or use of direct family labour Real 
invrcsiment thiough group labour as in Community Development Projects 
and investment in agricultural nuentoncs aie not covered by the RCS 

Again it IS not possible to eleaily distinguish between current and 
capital expendituies in all faim transactions For example, expenditure 
on periodical deep ploughing under land reclamation or annual expendi- 
ture on bunds for demai eating fields or expenditure on minor repairs 
on tanks, w^ells etc, are of a current nature and hence allowance has 
to be made for these while ariiving at the final estimates Certain arbi- 

* The National Sample Survey, Report No 2, April-June 1951, The Department of 
Economic Affairs, Ministry of Finance, Government of India, December i 953 

The National Sample Survey. Report No y, August-November 1951, The Depart- 
ment of Economic Affairs, Ministi-y of Finance, Government of India, January, 1954 

"^All India Rural Credit Survey Report, 1951-52. Vols I— III, Reserve Bank of 
India, Bombay 

3 The Tallow up Rural Ciedit Survey Report, 1956 57, Rcserr'c Bank of India, Bombay 
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txary deductions are, therefore, made in the estimates based on the RCS 
data for maintenance and lepairs of a current natuie 
The RCS estimates of per family eKpenditure on different items of 
farm investment, adjusted for expenditure on minor rep*urs and inaiii' 
tenance, are blown up to obtain the gross estimates of investment in 
1951-52 The estimates tor otliei years are derived by means of suitable 
indicators such as total area sown, area under inigation etc , data on 
which are available m the reports of the Ministry of hood and Agricul- 
ture ^ The extrapolators used for diflerent categories of fairn iruestmcnt 
and the rates of depreciation allowed in arriving at the estimates of 
n-jt investment are discussed below 

Land Improvement This item covers expenditure on land reclama- 
tion, laying of new orchards and plantations, bunding and other land 
improvements The RCS gives per family expenditure for the year 1951-52 
for each particular item of land improvement such as reclamation of 
land (Rs 4 4), bunding and other improvement (Rs 7 7) and laying of new 
orchards, plantations etc, (Rs 48) The per family expenditure is 
multiplied by the total number of rural families — 55 millions as esti- 
mated in the RCS — to arrive at the gross estimates of expenditure on 
land improvement in 1951-52 The gross investment in land improve- 
ment in 1951-52 IS obtained by deducting from the gross expenditure on 
maintenance and repairs amounting to 20 per cent in the case of land 
reclamation and 30 per cent in the case of bunding as suggested 
by the RCS Gross investment in land improvement for other years 
IS estimated by applying to the net aiea sowm in these years, the ratio 
of gross investment to net area sown m 1951-52 The net investment 
in land improvement is calculated by allowing for depreciation at the 
rate of 1 5^^^ c^tit per annum 

Irrigation Gross expenditure on the construction of wells, tanks etc , 
and the development of other irrigation works is estimated in the RCS 
at Rs 10 3 and Rs 3 2 per family respectively On the basis of the RCS 
data, an allowance of 20 per cent is made in the case of w'ells and tanks 
for current repairs and maintenance and the resultant is blown up for 
all-India to obtain the gross investment in irrigation for 1951-52 The 
ratio of gross investment to area irrigated by these sources m 1951-52 is 
applied to net area irrigated in other years to obtain gross investment in 

1 Inri.an Agricultmal Stahsttes, Ministry of Food and Agriculture, Government of 
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irrigation in other years Net investment in irrigation is estimated by 
dcdntting depreciation at an assumed late of s pei cent per annum 

AgncultKral Implements, Machinery etc The RCS estimates the 
expenditure on agTiculiuial implements/ machinery, etc at Rs 105 per 
famdy Since the data ui the RCS relate only to the purchase of agri- 
cultural niiplements etc , no adjusinieni is made for current repairs and 
maintenance 1 he RCS figure is inflated to arrive at the all-India 
estimate of gross investment in agricultural implements etc, for the year 
*9at-52 riie ratio of gioss investment to gross area, sown in 1951-52 
is used to derive gross esinnaies foi other years Depreciation is assumed 
at 10 pei cent per annum while calculating the net investment 

Construction oj Farm Houses Gross expenditure on construction of 
farm houses (excluding residential buildings) is calculated on the basis 
of the data on fann buildings, cattle sheds etc , given in the RCS (Rs 4 7 
per family during 1951-52). A deduction of 20 per cent as given in the 
RCS is allowed for current lepairs and maintenance The per family 
expenditure on construction of farm houses is assumed to remain con- 
stant throughout the period, and the corresponding aggregate estimates 
arc derived by multiplying the per family expenditure by the estimated 
total number of rural households Depreciation is calculated at 4 per 
cent per annum to aiTivc at the net investment in farm houses 

Miscellaneous laim Investment This subhead covers all miscella- 
neous items of capital expenditure not included in the above categories 
and accounts for Rs 92 per family during 1951-52 according to the 
RCS data The per family expenditure after deduction of 20 per cent 
for repairs and maintenance is blown up on the basis of the total number 
of rural families in order to anive at the aggregate estimates for 1951-52. 
The estimates for other years arc arrived at by assuming that the propor- 
tion of investment in miscellaneous farm assets to total farm investment 
remains constant thioughout the period The corresponding estimates 
of depreciation (or net investment) are arrived at in the same proportion 
of depreciation (or net investment) to gross investment in the other 
categories of farm investment 

Rural Housing Construction 

Individuls’ investment in rural housing construction is estimated separ- 
ately for residential and non -residential categories The estimates of 
investments in residential construction are derived from the RCS data 
The RCS estimate of expenditure on construction and maintenance of 
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residential buildings, giien at Rs 459 per family in 1951-52 is bloun up 
on the basis of total number of families to obtain the aggregate expendi- 
tuic on nnal consti action As recommended by the RCS a downward 
adjustment of ^,3 per cent is made on this for ciment lepaiis and main- 
tenance ind the gross investment in rural residential consti action in 
1951 52 IS deined The gioss estimates foi othei yeais aie obtained 
on the basis of the estimated number of rural households assuming the 
pel family expenditure to lemain constant Net imestraent 111 lural 
residential construction is estimated by providing depienation at the 
laic of 2^ pel cent per annum 

Investment in luial non-resideniial consti uction is estimated on the 
basis of data gi\cn in the NSS report on its Seventh Round ^ This repoit 
gives investment in buildings by small enterpiises sepaiately for rural and 
urban areas for the yeai 1953-54 •'^ggiegatc investment in buildings 

of small enterprises in ruial aieas is taken to repiesent gioss investment 
in rural non-rcsidciiiial consti uction in 1953-54 estimates foi other 

years aie dented on the basis of the income oiiginating fiom small entei- 
priscs Depicciation is calculated on a pw into basis with rural housing 

Vjhan lIoH^tHP Conshuction 

'1 he estimates ot Individuals investment in iiibni housing consti uc- 
non arc derived on the liasis ot the amount of cement ind non and steel 
utilized in piivate construction in the ibsente of any othei leliable data 
J'lic lot il supply of cement is estimated fiom the data on cement pioduc- 
noii, impoits, cxpoiis and stocks- The available supph of cement is split 
up lino various categories such as Raihvavs CPWD, Stales, Education 
VgrituUure, Cenit il, Defence and Rehabiluaiion on the basis of the infoi- 
maiioii supplied by tlic Ministry of Hcavv Industiies icgaiding allocation 
of tcincni m India A fixed pciccntagc of cement in these caiegoiies, 
t'ccpi Railuavs, Defence and CPWD, is assumed to be utilized foi 
piivaic residential and non icsideniial consiiuction woiks The average 
pint of icmciu in cath \cai as fixed In the Cement Conti oiler is applied 
ui citim uc the total value of cement utilized in private constiuction in 
t uh vt ir Ifie cost of private constiuction is estimated by applying to 

SnmjiU Sunr,, Jirpott Vo Octobci 1955-— Maich iff, 4, 'Hie Dcpiu- 
T'nu <4 tuinomir Muusirs ot rjmnre, Go\eniinciu of India 

- Visnun^ of Iiulanncs, Go\ernmcnt of India, and Acronnh Relating to 

Iradrard of India, Directorate General of Commercial Intelli 

..nd S'lSjMjc- of Coinmtrrr and Industry, Ciltuin 
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the value of cement the rccipiocal of the ratio of the cost of cement to the 
total cost in lesidential and non-residential construction separately calcu- 
lated on the 'basis of data available in the Repoit of the Committee of 
Experts foi Building Works, the Report of the Enviionmenlal Hygiene 
Committee, the Reports of the Public Woiks Depaitments in various States 
and other reports on building costs 

An alteinatise estimate of insestincnt in in ban residential and non- 
residcntial construction is obtained in a similar manner on the basis of 
the amount and value of v^aiioiis categoiies ol finished •steel such as rods, 
bars, castings, stiucturals etc, utili 7 ed in private constiuction aciivit) 

- The average of the two sets of estimates is taken to repiesent gross 
private investment in urban residential and non-iesidential construction 
The estimates of net investment are obtained after deducting depreciation 
assumed at 2 per cent per annum 

\^mi-CoTpn)(ile Iinnne\s Assets 

The estimates of investment in noncorporate business assets aie derived 
from the Census of Manufactures (CM) and NSS data The basic data 
given in the CM Reports' pertain to fixed assets classified into land, build- 
ings, plant and machinery and other assets, and woiking Ciipital compris- 
ing stocks of raw materials, finished and scmi-finished products etc , of all 
registered factories engaged in 29 major categories of industiies The 
paiticulais are also available regaiding the bieak-up of total fixed capital 
and working capital according to type of ownership, namely, public and 
private limited companies, sole propnctois, partnership firms and othei 
concerns Iiwestment in individual items of fixed assets, vi/ , plant and 
machineiy and other fixed assets and inventories b> noncorpoiate busi- 
ness enterprises arc estimated from these data by using appiopnatc ratios 

The CM data do not cover all the registered factories due to non- 
reportmg of certain registered factories in lime The data are, therefoie, 
adjusted to cover all the registered factories by using appiopnaie per 
centages on the basis of details given in the CM reports 

The estimates pertaining to the enterprises other than the public and 
private limited companies aie taken as a measure of investment of al 
unincorporated enterprises excluding those that are umegistcred anc 
hence not covered by the Census of Manufactures The items of fixed 
assets that are considered are investment in plant and machinery and 

^Relwrt of the Census of Indian Manufartmes Directorate of Industrial Statistics, 
Ministry of Commerce and Industry 
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Other fixed assets Investment in land is not taken into account as it 
does not constitute economic investment. Investment in buildings is 
already included in the estimates of ‘non-TCsidcntial construction and 
therefore omitted heic The estimates of inventory invcslincnt includes 
raw materials, semi-finished and finished products 

Investment in plant and machinery and othei assets b\ unregistered 
small enterpiises is estimated from the NSS data' The NSS lepori gives 
evpendituies on various items of fixed assets by household enterprises not 
covered undei the Indian Factories Act The per household expenditure 
on plant and machinery and other assets is inflated for all-India to arrive 
at the estimates of gross investment of small-scale cnicrpnses (unregistered) 
in 1953-54 The estimates for other years are obtained by applying to 
the 1953-54 figures the trend in the income originating from small enicr- 
piises as obtained from the White Fapci on National Income* The 
investment in business inventories of unregistered enterprises could not 
be estimated for want of data 

The estimates of non corporate business investment are obtained by 
adding the estimates of registered and unregistered enterprises Net 
investment in non-corporate business assets is calculated after providing 
foi depreciation at an assumed rate of 5 per cent per annum 
It may be mentioned here that the estimates of small enterprises relate 
only to manufacturing enterprises Household trading and othei concerns 
could not be covered due to lack of usable data 

Tiansporl Equipment 

The estimates of Individuals’ investment in transport equipment 
are based on the data on domestic production, imports, exports and 
le-expoits of various items of transport equipment such as taxis, lorries, 
vans etc Otlier items of transport equipment such as cars, bicycles, 
motorcycles etc are left out The value of exports and re-exports 
are deducted from the total value of imports, to which are added 
import duties on the items The resulting estimates are marked up to 
cover trade and transport charges assumed to be so per cent of the net 
import value The value of domestic production is added to deriv'c 
gross investment in various items of transport equipment It is assumed 
that 80 per cent of the total investment in lorries belong to the Individuals’ 

1 National Sample Suney, Report No ip, op cU 

iRUiinates of National Income, Central Statistical Organisation, Cabinet Secretariat, 
Government of India 
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sccloi thus making allowance foi Corporate and Government investment 
in lomes The net investment in transport equipment is estimated after 
allowing foi depreciation at 7 per cent in the ease of taxis and 10 per cent 
m the case of lorries assumed on the basis of their annual average life 

The National Council estimates of Individuals’ non-financial assets 
derived as above arc, no doubt, sub]cct to several limitations The 
method employed to cxtiapolate gross assets for earlier years on the basis 
of gross asset formation during the past ten years seems technically more 
sound than the alternatives available, but has us ov;n deficiencies in 
yielding reliable data for the past The procedures adopted in projecting 
recent trends into the past involve substantial elements of subjectivity 
The absence of any icliable infoimation on the life of the assets again 
necessitated subjective decisions on the latios of depreciation to be 
allowed, based on judgment of expeits and what little objective informa- 
tion is available 

The attempts made by other leseaich woikeis in the aiea to arrive at 
net investment in physical assets at the beginning of the period (eithei 
for 1948-49 or 1971-52) involved even more assumptions than those 
emplo)ed by the National Council Moreovei, it is certainly difficult 
to attribute a reasonable depreciation rate to a global stock of capital 
whose composition and age distribution is unknown 

The estimates of Individuals' saving in different types of non-financial 
assets during the period 1948-49 through 1957-58 are shown in Tables 
3 10 1 to 3 10.6 The estimates suggest that during the period under 
review the total saving directly invested in physical assets has nearly 
doubled itself The most important of these items, viz , the urban housing 
construction registered a steep upward trend, the investment rising from 
Rs 843 millions in 1948-49 to Rs 3,104 millions in 195657 The lural 
housing construction, on the other hand, has not shown any increase 
over this period but this may reflect the inadequacies of the available data 
and procedures of estimation Tlic farm inv'cstment contributed on the 
average about one-quarter of the total investment in physical assets The 
scries relating to investment in non corporate business assets did not show' 
much increase perhaps due to the omission of some kinds of non-corporatc 
investment from the estimates derived The increase registered undci 
transport equipment is as expected in a developing cconom) 

A comparison of the estimates of the National Council with those of 
the Reserve Bank is shown in Table 3 10 7 The National Council 
estimates arc at a higher level as compared to the Bank estimates for 
the latter part in the whole scries of the total investment in non-financiai 
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Individuals’ Saving in the Form of Direct Investment in Physical Assets, 1948-49 to 1957-58 
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Estimates of Individuals’ Net ^NVEST^tENT in Physical Assets by the NCAER and the Reserve Bank, 1948-49 to 1957-58 
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assets Howes cr, the Reserve Bank estimates of farm investment are^ 
consistently higlier the estimates of the National Council, which might 
partly be due to the depreciation provided on the gross assets by the 
Rescue Bank In the case of housing construction, the Bank has a senes 
at a higher let el for rural constiuction while it has a lower level senes 
for urban construction The differences might be due to the estimation 
procedures adopted by the Bank and the National Council 

iNDivmuAi s' Liabilities 

• 

Individuals can acquire assets, financial or physical, either by utilizing 
their accumulated saving oi out of their current surplus or by incurring 
debts An increase in Individuals* assets represents their saving but to 
the extent that debts arc incurred m acquiring assets, the corresponding 
dissaving offsets saving reflected m the increase in assets Hence, in 
measuring Individuals' saving through the balance sheet, the changes 
in total assets are to be netted out against changes in total liabilities The 
liabilities of Individuals to other sectors only are of significance in this 
connection as inter-personal obligations will cancel out when considering 
saving at the aggregate level An attempt is made in this study to estimate 
Individuals’ liabilities to the Government and Corporate sectors Separate 
estimates are made in the case of the Corporate sector for liabilities to 
financial and non-financial corporations as well as cooperative banks and 
societies It should be noted that the estimates of Individuals’ liabilities 
are not complete as all types of liabilities could not be covered because of 
statistical limitations The estimates may also include liabilities of 
certam units not stricdy pertaining to the Individuals’ sector The esti- 
mation procedures are discussed in detail in the following sections 

Liabilities to the Government Sectoi 

The Budget Papers of the Central and State Governments provide 
data on the loans granted to Individuals and repayments made by them 
An estimate of Individuals’ liabilities to this sector can be made on the basis 
of a careful analysis of these documents Such an analysis was attempted 
by the Reserve Bank of India in its saving study which provides a 
measure of the total loans given by the Central and State Governments 
to Individuals as well as repayments of these loans These figures given 
for the period 1950-51 to 1957-58 are used by the National Council to 
estimate Individuals’ liabilities to the Government sector The estimates 
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of repayments by the household sector, as given by the llcserv'c Bank, are 
deducted from the amounts of loans granted by the Govennnem to derive 
net liabilities Rough estimates arc made for the years 1918411 and 
1949-50 on the basis of the trends dining the latei pcnod 
It should be noted that the data icgarding loans and repayments to 
the State Governments relate onl\ to Part A States for the \cars 1950-51 
to 1955-56 and to all the Slates for the years 1956-57 and 195758 No 
adjustments are made in the estimates to ensure full coverage of all States 
Again, the Reserve Bank estimates of repayments of Ceniial Got eminent 
loans by the household scctoi, which could not be estimated directly 
from the Budget Papeis, aie obtained bt applying to the estimates of total 
repayments against all othei loans and advances to tlic Central Govern- 
ment, the ratio of Central Government loans to the household scctoi to 
the total of olhei loans and advanies bv the Central Government 

LivBrciTirs ro inr Corporatt Slctor 

Individuals’ liabdiiies to the Corporate secioi aie estimated separately 
for different types of financial and non-hnancial corporations and coopera 
tive institutions The corporate bodies identified for this pm pose arc 
the banks, insurance companies, loan and investment companies, non 
Government non-(inancial corporations and coopci alive banks and societies 

Liabilities to Banhs 

The procedure adopted to estimate Individuals’ liabilities to all bank- 
ing companies is similar to the one used for estimating Individuals’ 
saving m the form of bank deposits The periodical survevs conducted 
by the Reserve Bank of India, details of which are given in the reports 
of 7 tend and Progtess of Banking in India, provide particulars of loans 
and advances, classified according to purpose as well as by type, made 
by the banks in India The commercial bank advances are grouped under 
the following categories (a) industry, (b) commerce, (c) agriculture, 
(d) personal and professional and (e) all others The data giv'en in 
these repoits, however, relate to the total amount of loans and advances 
made by banks to both corporate and non-corporate business entei prises 
as well as individuals for which no separate details are av'ailable In the 
absence of reliable information it is assumed that loans and advances 
falling under the categories peisortal and professional and all otlieis repre- 
sent loans granted to Individuals only 
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H5 

The loans and advances made by banks in other categories, viz , agri- 
culture, industry and commerce are split into loans to corporate and 
non-corporate enterprises on the basis of the information available in the 
Reserve Bank survey of bank advances to medium and small-scale business 
units ^ This ad hoc sun^ey, confined to a sample of 74 scheduled banks 
with 556 branches and 151 non-scheduled banks with 244 branches, collected 
information regarding loans and advances made by the sample banks 
classified according to purpose Small-scale business is defined to include 
a proprietory concern, partnership 01 a public or private limited company 
with total assets less than Rs 500,000 while business units with assets 
lietween Rs 500,000 and Rs 2,000.000 constituted medium-scale enter- 
prises belonging to the Corporate sector The overall figures of secured 
and unsecured advances granted by the banking companies in the sample 
to all medium and small scale business units were suitably inflated to cover 
the entire banking system and the estimates of advances made to corporate 
and non-corporate small-scale business units by all banks are obtained 

The latios of advances to non-corporate units of small and medium 
scale business sectors under the categories industry, commerce and agri- 
culture as at the end of September 1957, given in the Bulletin, to the 
total bank advances under these categories as at the end of October 1957, 
are applied to the corresponding estimates of total advances for other 
years to derive the estimates of advances made to the Individuals’ sector 
under these categories 

Estimates of total liabilities of Individuals to banks are obtained by 
aggregating the bank advances under the categories personal and profes- 
sional and all others to the estimates of advances under agricultwe, 
industry and commerce derived above The estimates are adjusted to 
finahcial years as the basic figures relate only to calendar years and the 
year-to-year changes are taken to represent the net changes in Individuals’ 
liabilities to banks 

Liahihties to Insurance Companies 

The annual reports of the Controller of Insurance and the Life Insur- 
ance Corporation of India® provide the basic dam for estimating Indivi- 


1 “Commercial Bank Finance to Medium and Small Scale Business Units", Reserve 

Bant’ of India Bulletin. June 1959. Bombay 
a Indian Insurance Year Booh, Report and Accounts of the Life Insurance Corporation 

dj India 
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duals’ liabilities to all insiuance companies and punidcnt societies All 
types of loans on moitgages on pioperty, loans gi anted on policies oi on 
other secuiity such as stocks and shaies etc, and other miscellaneous 
loans granted by the insurance companies to the policy holders aie 
treated as constituting Indisiduals’ liabilities to these companies How- 
ever, all types of insurance tlaiins admitted by the companies but not 
yet paid are deducted while deriving the net liabilities of the Individuals' 
sector to insurance companies 

It should be noted that the balance sheet data by all Indnin insurance 
companies for the years 1950 to 1951), and the data foi non-life insurance 
companies for the later years, lelatc to then total business m India as 
w’ell as abioad Hence the estimates of loans given by these companies 
relate to the loans granted to resident as well as non resident policy 
holders Since the latter are not included in the Individuals’ sector the 
estimates of loans granted, deiived from the balance sheet, are suitably 
adjusted to represent business at home only on the basis of the ratios of 
gross premium written dnect in India to total picmium In tlie case 
of the Life Insurance Corporation of India, however, no such adjustment 
is warranted as separate estimates aic available for business done in India 
and abroad The estimates of net loans granted by the corpoiation to 
only the resident policy holders are taken to represent the net liabilities 
of Individuals 

Liabilities to the non-Indian insurance companies operating in India 
are estimated on the basis of their total assets bN applying the ratio of 
net loans granted to resident policy holders to total assets (in India) of 
all Indian insurance companies 

The net variations in the amount of loans granted by all Indian and 
foreign insurance companies to resident policy holders are taken to 
represent the net changes in the liabilities of the Individuals’ sector to 
the insurance companies The estimates aie adjusted to financial years 

Liabilities to Loan and Investment Companies 

Ihractically^ no data are available in regard to the liabilities of Individuals 
to these institutions The loan and investment companies, it should be 
noted, operate more 01 less in the same manner as banking companies 
providing credit 01 loans to Individuals and coiporate bodies either on 
personal security 01 on security of property etc In the absence of any 
relevant indicator the liabilities of Individuals to these companies are 
estimated by applying the paid up capital ratio of loan and investment 
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companies to banking companies to the estimates of total advances made 
by all banks to the Individuals’ sector The )ear-to-year changes in these 
estimates are taken to repiesent* the net changes in Individuals’ liabilities 
to loan and invesiment companies. 

to Non-Goveuiment Kon-Financtal Coiporaiions 

The estimates of Individuals’ liabilities to all non-Government non- 
fmanaal corporations arc derived fiom the combined balance sheet prepared 
b) the National Council for large and small, public and private limited 
companies The balance sheet data give details of total receivables 
total payables of all tlicsc corporations The surplus of total receivables 
over total pajables of the non-Government non-financial corporations is 
taken to represent the net leceivablcs or net liabilities of all other sectors 
to these corporations These data on receivables (or payables) given m 
the balance sheet relate to the aggiegate receivables (or payables) from 
all individuals, corporate as well as non-corporate bodies It is assumed 
that 50 per cent of the total receivables or payables would represent the 
transactions with the Individuals' sector It may be pointed out that 
these estimates of Individuals* liabilities are likely to be subject to a 
large margin of error because of the arbitrary assumptions inv'olved, but 
It IS believed that the magnitudes involved are not likely to be significant 
when compared to the estimates of Individuals’ liabilities to other sectors 

Liabilities to Cooperatives 

Cooperative banks and societies form an important source of finance 
to farmers and industrial establishments m rural areas The annual 
reports of the Reserve Bank of India* give details of all financial transac- 
tions of the different types of cooperative institutions operating in the 
country The estimates of total loans granted by all cooperative banks 
and societies, adjusted for inter-cooperativc loans, are taken to represent 
the net liabdities of the Individuals' sector to cooperatives As the basic 
data given m the Reserve Bank reports relate to agricultural years, the 
estimates of liabilities are adjusted to financial years. 

The estimates of the net changes in Individuals’ liabilities to the 
Government and tlie Corporate sectors are given in Tables 311 1 to 3 ii 5 
The estimates reveal very erratic movements 


1 Statistical Statements Relating to the Cooperative Movement in India 
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N A.=Not available 

" Relates to agricultural year ending 30 June 

Note The estimates of loans granted by cooperatives are net of inter-cooperative loans 

Sowce Statimcal Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay 


CHAPTER 4 

ESTIMATES OF CORPORATE SAVING 

The Corporate rector in this study is represented by the non-Govern- 
ment corporations registered under the Indian Companies Act and all 
types of cooperatives operating in the country Corporations registered 
under the Indian Companies Act but owned or managed by the Govern- 
ment are excluded from the purview of this sector as they are treated 
as a part of the Government sectoi However, the Government financial 
corporations, which are quite fen in number, could not be separated fiom 
the Corporate sector for want of usable data The branches of foreign 
companies operating in India are treated separately ivhile the foreign 
controlled and foreign portfolio companies are included in the Corporate 
sector ^ 

The financial corporations such as banks, insurance companies and 
loan and investment companies, the non-financial corporations — both 
public and private limited companies — and the cooperative credit and 
non credit societies are the types of institutions identified for the purpose 
of estimating Corporate saving and investment Sepaiate estimates aie 
made in each category from the respective financial statements which the 
National Council analysed 

The Reserve Bank statistics on banking in India constitute the basic 
source for estimating saving and investment of banking companies The 
saving and investment of insurance companies can be estimated from the 
reports of the Controller of Insurance These published statistics 
suffer from the limitation of non comparability ovei time consequent 
on the changes in the classification adopted by them and incomplete 
coverage The National Council made necessary adjustments to Ovei- 
corae these shortcomings and derived the sa^ing and investment estimates 
of such financial corporations 

The National Council prepared a combined balance sheet and income- 
expenditure statement of all non-Government non-financial corporations 

^ The sivmg estimates of these companies are, however shown separately m the tables 

»5S 
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on tlie hash of hlon npc of data for sample rorporations The Reserve 
Bank prmidcs information in ns monthlv Bulletins on the finances of 
<rlmed sample-i of pnblu and pro ate Inmted companies for a lew shears 
TJic Xaiional Council anaU'^cd the hnannal statements of selected samples 
of small companies for tuo \eai-b The data obtained from both the 
National Council and the Resenc Bank sample studies aie unlived in 
construemu' the combined balance sheet and income-evpenditine account 
of all non Government non financial corporations 

The Ktaiisiif'^l Sialctfieiiis Rclnhu<r lo the Conlfctalitfe ^lavement m 
tmtw, pnhiishcd annnalh b\ the Resenc Bank of India provided the 
nermarv infoiniaiion on the diffeicnt upcs of cooperative instmitions 
operaiing^ in the comnn 

Coiporate savin;;, as abcadv mentioned in Pait I, can be estimated 
eitlicr from the combined income-cxpcndmuc accounts or balance sheet 
data of all corporations In the rase of the incnmc-expcnditure account, 
savin'' IS measured as the difference between cuiTcni income and current 

V* 

evpenditure ndpisicd for ia\ provisions, capital consumption allowances 
and eapita! qains or losses, while the net increase in all assets less net 
increase in all tvpcs of liabilities with similar adjustments constitutes saving 
as measured fiom the balance sficct Corporate saving in tins studv is 
estimated from the income evpcnditurc statements except in the rase of 
insurance companies, loan and investment companies and cooperatives 
Saving is identified with retmned €(trmng<i as provided in the income 
expenditure statements or piofit and loss and appropriation accounts 
'The data on profit or lovs together with icserves as reported in the 
balance sheets of the insurance companies arc used to derive their saving 
ITie Item of net profit or loss shown in the annual operating statements 
IS taken as a measiiie of saving of the cooperatives The saving estimates 
of all lo.in and mvcsimeni companies arc obtained on the basis of the 
ratio of paid-up capital of such companies to that of the non-Government 
non financial companies 

The balance sheet data on the asset holdings of various types of corpora- 
tions are used to estimate Corporate inv'cstmcnt Separate estimates aie 
derived for investment m fixed assets (buddings, plant and machineiv 
etc) and investment m inventories (raw materials, semi-finished and 
finished o^oods) Investment in land is excluded because it is not a 
component of economic investment However, investment in land could 
not be separated in the case of some financial corporations and coopera- 
tives due to non-availabilit) of data 
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The estimates o£ Corporate income are derived from the data sjiven 
in the income-expenditure statements of the different types of corporations 
Net investment or saving of various t^q^es of corporations is estimated 
from the data on gross investment or saving after deducting capital con- 
sumption allowances on the fixed 'assets The data on depreciation 
available m the balance sheets of these corporations are used for this 
purpose No distinction could be made between gross and net estimates 
in the case of insurance companies and cooperatives for want of data 
The data available on depreciation provision are assumed to represent 
actual depreciation while deriving net saving or investment of banking 
companies 

Conceptiiallv, all tvpes of capital gains and losses irhether realized or 
unrealized should be excluded from the estimates of Corporate saving or 
investment No adiustments aie made in this stiidv for such gains or 
losses ivith respect to fixed assets as revaluation of fixed assets is a rare 
phenomenon among corporations in India In the case of inv'entories 
hoivever valuation adjustments are made to offset such gains or losses 
arising solelv out of price variations This adjustment could however, 
be attempted onlv for the non-Government non-financial corporations 
although it might be mentioned that the financial corporations and 
cooperatives invest only negligible amounts in inventories and hence such - 
adiustments would be relativelv less important 

The estimates of saving and investment of the branches of foreign 
companies operating in India and other foreign controlled and foreign 
portfolio companies are derived from the data published bv the Reserve 
Bank in its Surveys of India’s Foreign Liabilities and Assets 
The procedures adopted in deriving the saving and investment estimates 
of the different tvpes of corporations are described below’ in detail 

Financial Corporations 

The different types of institutions identified m this category are the 
banks, insurance companies and the loan and investment companies 
Separate estimates of saving and investment are made for each type 

Banks 

The banking statistics published bv the Reserve Bank of India^ provide 
1 Sfnii'sttrnl Tahirs Relating to BanI,K m India 
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dcuiled nifoi Illation on liic luianual opciaiioii') o£ vaiious types of 
banking institutions in the country The published data disclose profits 
01 losses, taxes paid, dnidcnds distiibutcd, investment in fixed assets etc, 
foi .til banking institutions classified as scheduled and non-scheduled 
banks and foreign banks The information contained m the published 
ilalcments uhich relates to calendar )cdis is adjusted to financial years 
and usexi to derive the coiresponding estimates 

Saving of banking companies is estimated from the data given in the 
income-expenditure tstateinents and pi’ofit and loss and appropriation 
accounts of all banking companies The provision for taxes and dividends 
are deducted from the balance of net profits to derive the estimates of 
net saving The balance of piofits less taxes is taken to constitute the 
income of ail banking companies. 

The balance sheet data on investment in land and buildings are taken 
to represent the net iinestnicnt of all banking institutions in fixed assets 
No attempt is made to scpaiaie investment in land for want of leliable 
information Again, in ihc absence of any reliable information on 
dcpicciation, the data on depicciation provision arc used to derive the 
net estimates. 

Insurance Companies and Provident Societies 

The Controllei of Insuiancc publishes' annually the summary balance 
sheets as well as levcnuc accounts of all Indian insuiancc companies 
Sepaiate accounts arc given for the hie anef non-life parts of business 
transacted by the Indian insurance companies As icgaids non-Indian 
insurance companies transacting business in India, data arc available on 
their total assets The data given in the balance sheets and revenue 
accounts of insurance companies in any year do not covei all insurance 
companies as some companies do not icpoit in time Hence, the estimates 
aic usually levised and the corrected figures are published in the subse- 
quent yeai Such corrected figuics aie available in the case of Indian 
insurance companies only foi the years 1951 to 1957 The corrected figures 
of individual items in the balance sheets and revenue accounts for other 
years are, therefore, deiived from the published uncoirected figuics by 
applying the average ratio of corrected to uncoil ccted figures foi the years 
for which such data are available 


1 Indian Insuiancc Yeat BooL 
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The estimates ot saving and invcstinent of the Indian insmance com- 
panies aie derived fiom the data gnen in the combined balance sheet 
of all insurance companies after making necessaiy adjustments The funds 
credited to the profit and loss account and the net increase in general 
leseives and other reserve funds as icpoited in the balance sheet aic 
taken to represent saving of the msuiance companies Investment of 
insurance companies is estimated as the net increase in the total value 
of land and house propert} held by these companies -\s already men- 
tioned, no distinction is made between net and gioss estimates as no 
usable data on depreciation arc axailablc The saving and investment 
estimates thus derived aie finally adjusted to financial years as the pub- 
lished data relate to calendar years 

In the case of the provident societies the data given in the summary 
balance sheets published in the Insurance \ear Books are first adjusted 
to financial years and then used to deiive then saxing and investment 
estimates 

It may be noted that the data legarding Indian msuiance companies 
in 1956 and 1957 relate only to their non-life business as the life business 
was taken o\er by the Life Insuiance Coiporation of India in 1956 
The estimates of saving and in\estment of the Life Insuiance Corporation 
of India are included in the Government sectoi under statutoiy corpoia- 
tions To this extent the saving and in\estmenL of the insuiance com- 
panies have gone down during 195b and 1957 whereas those of the Gov- 
ernment statutory corpoiations legistcied an inciease, thus reflecting only 
an institutional change rathei than a change in the sa\ing behaviour 
of the community 

Loan and Inveslrnent Compamch 

Practicalh no infoimation is a\ailablc on the sa\ing and investment 
of loan and investment companies In the absence of any leliable mdi- 
catoi, the National Council attempted to estimate then saving and 
investment on the basis of their paid-up capital The ratios of the paid-up 
capital of the loan and investment companies to that of the non-Govern- 
ment non-hnancial companies arc applied to the saving and investment 
estimates of the latter to estimate saving and investment of the former 

The estimates of saving and investment of all financial coiporations 
aic given in Table 411 



Table 4.1.t 

Saving and Investment of Financial Corporations, 1948-49 to 1957-58 
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Non Govlrnmi M Non Imn \N tiAi Coki'okmions 


Tlic saving and invcsuneiiL csinnaics oi .ill non Otivciniucnt non 
hnanual coipoialions aic dcuvcd fioin the combined balance sheet and 
income expenditure staiemcnt o! all such compiimes nhirli the National 
Council prepared on the basis ol sample studies of compaii) finances 
The sample data aie obtained lioiii the National Council analysis of the 
financial statements of small public and piisaie roiporaiioiis and the 
Rcseivc Bank aiial^'sis ol compain finances 
The Reseive Bank analysed the b.ilaiicc sheets and income cNpenditure 
statements ol 750 huge public limited companies foi the pciiocl iqyo to 
1955 The sample si/c was laiei inci eased to 1001 companies foi the seals 

1955 to 1958 The analysis was cNieiided to a sample of 393 large private 
liimted companies foi the yeais 1950 and 1957 The findings of all these 
sample studies aie published in the Banks munthU bulletins’ 

The National Council analysed the finances ol samples of small eom- 
panies to supplement tlic Rcseivc Bank data and aimed at moic piceisc 
estimates of saving and investment of all non-Goseinmenr non-fmancial 
corpoiations The sample rvas confined to iiq small public limited com 
panics and 150 small private limited companies loi the )cais 1955 and 

1956 The particulars legarding sample fiame and design and the con 
cepts and dehnitions adopted in tlic analysis aie discussed below 

The National Council analysis of company finances 1 elates to small public 
limited companies wuth paid-up capital less than Rs 500.000 and small 
private limited companies with paid-up capital less than Rs 1,000,000 
The sample companies were selected fiom the list ol all joint stock com- 
panies registered m India upto 31 Maich 1957 obtained from the leports 
of the Department of Company Law Administiation These rcpoits give 
alphabetical lists of all joint stock companies rcgistcied in India then 
authoiizcd, subsciibed and paid-up capitals dale of icgisliation, induslii.d 
classification etc The alphabetical list of companies includes fuianci.d 
and non-financial companies as wxll as Goveinmcnt legisicicd companies 
The Government registered companies and also the financial coipoialions 
Avcie eliminated as the analysis made in this study did not rcLite to 
such corporations lurihei, quite a laigc numbci ol companies in 
the list mentioned above may' not be actu.illv functioning as the rate of 
11101 tahty is high among small companies Thus the proportion of 


1 Rcsovc Dank of India Bulletins, Scpitinbu 
Match and November 1960, Bombay 
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dtitnoii !hc vcl<’ciu)ii ol Mnal! companies iiom liic above list was 

cviimaied lo be of i!ic older of 3 m .j It was. ihcicforcj found ncccssaiy 
’o br>i seb'd the niimbei of tompames lumi the list foui times as latgc 
.IS the sampk m/c out of wltieh all companies not iclcvani foi the puiposc 
of this stndv v.eic deleted 

I his being a pilot stndv no sttiei ptobabditv sampling proecduic was 
adopted Hoi.cvci, the selection of tompanics was made in such a way 
as hj obtain a upiesentative sample of small public and small piivaic 
limned companies lo start with, in each ease the avciagc number of 
tnmpames {\) listed on a single page 111 the icpons mentioned above 
3s estimated >.c\t, two iiKlcpendcnt random numbcis m and n arc 
seledcd from t to fs/a] and ilien enciv m«li companv fiom the lop and 
ttdi ctmipativ from the hottotit ate selected fiom each page Thus aho- 
gcihci samples of public find piivatc limited companies of sues equi- 
valent to double the numbei of pages containing the corresponding lists 
were selected 

All companies selected in ilic above manner vvere listed and informa- 
tion icgnubng then paid np tapiial, atcounimg period, the numbei of 
vears foi whuh the hriaiieiai acuniiUs wcit available etc, was recorded 
Out of these, the companies fallnig 111 anv one of the following catc- 
goiies arc evcludcd 

(i) C.ompanies having paid up capital of Rs 500,000 01 mote m the 
ease of public limned companies and Rs 1,000,000 01 more in 
the ease of ptivate linuted companies 

(ii) Government icgisicred companies and financial toiporaiions 

(m) Compames foi which ilic financial statements vvcic ^ot available 

with the DcpaiLwcni of Company Law Administration £01 the 
)cars ipyj and 1956 

rinall), after all the deletions, 119 public and 135 pnvatc limited 
companies wcie obtained foi detailed anahsis of their financial state- 
ments Howevci, in the case of pnvatc iinnicd companies, 17 more 
compames were added to make the sample sue equal to 150 small private 
compames 

The basic obicttivc of the Naiional Conned analysis of companv finances 
being the evaluation of the diffctcniial financial sliucturc and operation 
of small and large compames especially with respect to then saving 
and investment bchav 10111, it became nccessaiy to conduct this study 
on parallel lines to that of the Rcscivc Bank As such, almost all the 
pioccduial details foimulatcd by the Bank aic adopted by the National 
Council Thus the annual accounts of all compames whose accounting 
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pcuod ended ain iiiue between i juh and 30 June aie added and iJit coin 
bined siatemcnl ib taken to be icpiescntatne of the pieccding calendai 
ycai 71 ic final lesults of these studies aic also picsented in a siiiiilai 
piofoima as used bv the Reseive Bank It ma) be mentioned here that 
the classification of the items of balance sheets and income-cxpcndilurc 
accounts as adopted by the Reset vc Bank foi the anal) sis of 750 laigc 
public companies foi 1950 to 1955 is moie detailed than the one cmploted 
for 1001 laige public companies or 333 laige piivate companies foi the 
years 1953, 1956 and 1957 The foimei classification is adjusted accord- 
ing to the lattci in oidci to derive a compaiable time series for the 
entile period The latest classification as adopted by the Reseivc Bank 
IS used foi the National Council analysis foi tlie small company sector 
All the relevant data on samples of difieieni categories of non-Govern- 
inent non-financial corpoiations ol the Rescive Bank of India (RBI) 
and the National Council (NCAER) aic summaii/cd in the two staie- 
nients — balance sheet and income-expenditure account These statements 
ate available for the following samples 

(I) RBI sample of 750 large public companies foi the yeais 1950 to 

1955 

(II) RBI sample of 1001 laige public companies foi the yeais 1955 to 

1957 

(ill) RBI sample of 333 laige pm ale companies for the yeais 1935 to 

1957 

(iv) RBI sample of 501 small public companies foi the yeais 1956 and 

1957 

(v) NCAER sample of 119 small public companies foi the years 1953 
and 1956 

(vi) NCAER sample' of 150 small piivatc companies foi the yeais 1953 
and igyO 

Ihe balance sheets and incomc-expendituie accounts of the diffcient 
samples of non Goveinmciu non-hnancial corporations aie blowm up 
scpaiatclv on the basis of their total paid-up capital so as to repiescnt 
all laigc as w’cll as small public and pm ate limited companies The 
total paid-up capital senes of all non-financial coipoialions classified 
according to public and pnvatc limited companies as provided by the 
Depaitmcnt of Company Law^ Administration (CLA) is used foi this 
purpose aftci suitable adjustments From this senes aie deducted the 
estimates of paid-up capital of all Government registeied companies to 
amvc at the total paid-up capital series of all non-Government non- 
Imancial corpoiations Scpaiate data rcgaiding the paid-up capital of 
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Urge and small companies aic asailablc only for the yeai 1950-51 as 
published by the I axaiion rnquii) Commission and foi the year 1956-57 
as gnen b\ Uic CLA 1 he CL A estimates of the total paid-up capital 
of all non-linantial toipoiaiions in othci years aic, theieforc, split up 
into its componems relating to huge and small companies by using appio- 
piiaic ratios on the basis of the atailable infoimation The estimates 
of total paid-up capital of all uoii-Govcinmcnt iioii-hnancial corporations 
as arrived at for iliffcicni catcgoiics, \u, (a) huge public (b) laigc private 
(c) small public and (d) small prisatc, aic used to blow up the coircspond- 
mg sample data on saving, msestment etc 

Ibc paid up capital senes as obtained liom the CLA and used foi 
purposes of blou-up ate as on ‘p Mai eh of every year On the other 
Jiaud, the sample data do not 1 elate to any single point of time In fact 
tile accounlnig petiod foi .dl the sample companies ends anywhctc 
between 1 July of the icfcrenee \ear to ‘jo June of the folloiving yeai 
The combined balance sbects of the sample companies aic taken uni- 
lotml\ to rcpicsciu the [losition as on gi December of each ycai and 
the toiiesponding income cvpendituic accounts arc assumed to 1 elate 
to the pciiod of 12 months from Januaiv to December This assumption 
has been made in view of the fact that a laigc numbei of the sample 
companies ha\e then accounting period ending 31 December The 
sample accounts arc adjusted to financial years on the basis of this assump- 
tion before blowing them up to the companies in the population 

An altcniativc method was also examined foi the piuposc of aniving 
at the aggicgaic estimates in making .1 propci adjustment for the account- 
ing period The sample accounts as available were diiccily blown up 
using the ratio of paid-up capital of the sample companies to the corres- 
ponding paid-up capital oi ail companies as on 31 March of every year 
and the results interpreted as representing the operation of all companies 
for the financial years This method, how'cvcr, did not give satisfactory 
icsults and hence was rejected 

It mav be mentioned here that the RBI analysis of the finances of 
501 small public companies for the year 1956 compares favouiably with 
the IsCALR analysis for 119 small public companies foi this year It 
was, theieforc, decided to use the Reserve Bank analysis for the yeai 1956 
which IS based on a laigci sample 

For the year 1955, two altci native sets of estimates are available — one 
based on the sample of 750 companies and the othei on a sample of 
1001 companies The blown-up estimates foi all the large public com- 
panies as obtained fiom the two samples differ significantly from each 
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olhci As such, both ilic scis ol blow-ups aic obtained and used for 
estiniating the coiicsponding saving, invcslnient and othei aggicgatcs 
Coipoiate invcslnient, icpiescnled b) the diflercncc between the balance 
sheet Items foi any tw'o \cais, is estimated for; huge public companies 
foi the )eai 1955-jb bv using the blown-up data of 750 companies while 
the coiiespoiidiiig data foi 1001 companies aie used foi the )eai 195657 
The saving and income foi the )cai 1955-5O aic, how'cvcr, estimated 
directly from the blown-up data on income c\penditurc staieinem of 
1001 companies 

The estimates ol sa\ing, investment and othci aggiegates in the case 
of large piivate limited companies aic obtained by the National Council, 
lor the )eais foi which no direct sample blow-ups arc available, by 
applying appropiiatc latios based on the coi responding paid-up capital 
seiics foi the entire period The actual method of estimation is as 
follows 

Step I 

The average peicentagc latios of “laigc piivatc to laigc public’ com 
panics for the three vcais 1955-56, 1956-57 and 1957-58 arc^ calculated 
separately foi all the items in the balance sheet and also £01 those 
Items of the mcoinc-expcnditure account required for the estimation 
of saving of the Corporate sector 

Step 2 I I 

All index is constructed to indicate the 1 dative giowth of all large 
private companies as compared w'lth the large public companies For 
this puipose, the peicentagc ratios of the paid-up capital of all large 
piivatc companies to the paid-up capital of large public companies 
for all the years (1950-51 to 1957-58) aie calculated and these are con- 
verted into index numbers with base as the coricsponding aveiage ratio 
for 1955-56 to 1957-58 

Step 5 

"I he indices as obtained lu Step 2 aic applied to the average peicentagc 
ratios of large private to laigc public companies foi the years 1955-56 
and 1957-58 ‘ 1 ^ calculated in Step 1 foi each one of the balance slicet 
(or income expenditure account) items in older to airive at the cones 
ponding percentage ratios for the other }eais 

Step ^ 

Ihc peiceiitage ratios lor the ’^cars 195051 to 1955-56 as calculated in 
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, the above manner are then applied to corresponding blown-up balance 
sheet (or income-expenditure account) data of all large public limited 
companies Thus a complete balance sheet (or income-expenditure 
account) of all large private limited companies for the period iq^o 51 
to 1954-55 '*5 constructed 

A similar procedure is adopted to estimate the accounts for other years 
for small public and small private limited companies (for which no 
sample blow-ups are available) by relating them to the corresponding 
large company sector In this case, however, separate indices are con- 
structed for public and private limited companies by using the corres- 
ponding paid-up capital series for large and small public companies and 
large and small private companies 

The accounts of all public and private limited companies for the years 
1948-49 and 1949-50 are estimated on the basis of the accounts for the 
year 1950-51 by using the ratios of paid-up capital for these years 

The estimates of saving, investment and income of all non-Government 
non-financial corporations are derived from the combined balance sheet 
and income-expenditure statement, prepared in the manner described 
above, for ’ all large and small public and private limited companies 
Saving is identified with the retained profits in the income-expenditure 
account while the item profits after lax is taken to represent Corporate 
income Investment in physical assets and inventories is measured from 
the balance sheet data as year-to vear changes in the level figures Build- 
ings, plant and machinery and other assets are ihe items considered under 
fixed assets while inventory investment is comprised of raw materials, 
finished goods and work-in-progress and other stocks and stores 

Ini'enforv Vahtahon Adjustment 

This adjustment represents the most important single step necessar) 
to conform investment and saving estimates derived from income expendi- 
ture statements (or balance sheet data) to their basic theoretical concepts 
The purpose of the adjustment is to eliminate valuation changes in the 
estimates of corporate inventory investment derived as differences in the 
level of assets like stocks and stores as given in the balance sheets It 
may be noted that a company may adopt either the first-in-first-out (FIFO) 
or the last-in-first-out (LIFO) method or a variant of the two in valuing 
its inventories The distinction between the two methods can be clearlj 
brought out by considering the following example 

Consider a company which has, say 1000 \imts of inventories originalh 
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vaUied at 50 nP each Thus the iruUa! \aluc ot iincnioiics as repoited 
in the balance sheet is Rs 500 During the course of the tcai the conv 
pany buys another 1000 units of inventoiies at Re 1 cath tlnis making 
an investment during the scai of Rs 1.000 in real icitns \t the same 
time It consumes or sells 1000 units at Re 1 each during the same \eai 
Therefore, at the end of the \eai onlv loon units are lelt with the com- 
pany Now' according to the FIFO method, the total taluc of inscn- 
tones at the end of the seal is Rs 1,000 since those which weie arcjuiud 
initially at 50 nP each are consumed 01 sold out ((iisi-in-hist out) On 
the other hand, the LIFO method fixes the total salue of iincntories at 
Rs 500 since those which are bought during llic vear at Re 1 each aie 
consumed or sold out fust Thus, while deriving the estimates of insesl- 
ment in inventories from the balance sheet two estimates are obtained 
— Rs 500 according to FIFO (=1000 minus 500) and 7cio accoiding to 
LIFO ( = 500 minus 500) But in icaliiv dining the seal the cornpans 
has bought 1000 units and at the same time sold or consumed 1000 units 
of insentones therebs making no investment in real terms The magni- 
tudes of the saluation adjustment in this example w'lll lie /eio accoiding 
to the LIFO method (since the ins'estment in insentones as showm in 
balance sheet will be zero) and Rs r,oo accoiding to the FIFO method 
which actuall) lepresents the leportcd business piofits or a capital gain 
realized during the year The sasing sshich is mcasuied as repoited letain- 
ed corporate prohts and the reported corporate income s\ill base to be 
adjusted in the same manner and bs the same amount as corpoiate in\en- 
ioi\, imestment In general, the inventors \aluation adjustment should be 
either subtracted or added to the Coiporate Saving, investment and income 
according!) as it represents imentors piofits — a capital g-iin 01 inventon 
losses — a capital loss 

As regards the general business piactice of imentors valuation in India, 
It ma> be pointed out that the method of valuation depends on’ the 
nature of the industix and the commodity It is undeistood that FIFO 
method is generalh used bv the majoiiis of the corpoialions 

With a view’ to eliminating inventory piofits 01 losses due to changes 
in prices, efforts are made in this stud> to adjust the book value of inven- 
tories of non-Government non-financial coiporations to obtain econorai- 
cally meaningful inventory investment and saving data The basic pro- 
cedure adopted can be summarized as follows 

(1) Translation of hook values of inventories into 1955-5”, prices bv 
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means of average monthly wholesale price indices as published bv 
the Office of the Economic Advisei ’ 

(h) Convcision of the fust differences of year end inventories at 1952-55? 
prices as derived in the first step injo current prices bv raulti- 
phing bs I he annual nserage wholesale price indices 
(lii) Subtraction of the annual change in inv'entory in current prices 
as obtained In (ii) from the annual change m the vear-end 
book value of inv'entoi ics The difference, with the appropriate 
sign. IS the measuic of the necessary inventory valuation ad]ust- 
meni or mveniorv profit 01 loss 

For translating book value of inventones into 195253 prices, it was 
found necessary to decide the time lag leflected in the prices used for 
arming at bonk viable of the three items of inventories, vir , (a) raw 
materials, (b) finished goods and work-in-progress, and (c) stores The 
time lag was estimated bv taking into consideiation the turnover of each 
item of inv'entories which in us turn might depend, upon vyhethei the 
compain is laigc or small Considering the turnovei figures for 
various categories of companies obtained through a detailed anal\sis ol 
the financial accounts of the samples of companies previously described, 
it was decided to use one month lag foi the three items of inventories 
The inventors valuation adfustment is calculated on the basis of the 
RBT analvsis of 750 and 1001 large public limited companies, w'hich gives 
data legardmg the diffeient tvpes of inventories held by theso corpora- 
tions on a compaiable basis for all the vears 1950 through 1958 It mav 
be noted here that the findings of the RBI analysis for large private 
limited companies or the NCAER analysis for the small company sector are 
not used for estimating inventory valuation adpistraent as these relate 
only to a few vears In the case of the RBI analysis of large public 
limited companies also, no data are available regarding inventories for 
the )ear 1948 and 1949 These are estimated by using the ratios of paid-up 
capital of large public companies for the yeais 1948 ^nd 1949 to the 
paid up capital of 1950 The estimate of inventories of the samples of 
large public companies are taken to correspond to calendai year figures 
as the lar^^est number of companies in the sample analysis close their 
accounts in the quarter Ociober-December The average of the wholesale 
monthly price indices for the months of September, October and November 
are used to tianslate the book values of inventories into 1952-53 

Undex Numbcis of Wholesale P»ce, m India, Office of the Economic Adve^er. 
Ministry of Commerce and Industry. Government of India, 
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The wholesale price indices for industrial rair matenals, seini-manufaciures 
and manufactures and machinery and tiansport equipment are used foi 
calculating inventory \aluation on raw matenals, finished goods and work- 
in-progi'ess and stoies respectneh The estimates of inventors valuation 
adjustment (IV A) for difleient items of inventories are added together 
and adjusted to hnancial scais The IVA estimates thus deiived foi 
the sample companies are blown-up to represent the coriesponding IVA 
for all non-Government non-tinancial corporations The latio of the book 
value of inventories of non Government non-financial corporations to the 
book value of imentoiies of sample companies is used for this purpose 
The estimates of saving investment and income, both before and after 
inventors valuation adjustment of all non-Government iion-financial 
corporations are presented in Tables 421 to j 2 3 

Cooperatives 

Data on the hnancial structure of the different tvpes of cooperative 
msiiiutions operating in the countiv are available in the annual state- 
ments on the Cooperative Mov'ement in India published bv the Reseiv'e 
Bank ^ Detailed information is available for each tvpe of socictv on the 
vaiious Items of assets and liabilities, loans advanced and investments 
made diumg the sear maguuudes of income, expendiiuies incurred, the 
annual piohis accrued or losses inclined etc, in these publications but a 
complete balance sheet or income-expendituie statement is lacking The 
classilicaiion of items adopted also v'aiies ovei the period 

The National Council therefoic undeitook a detailed investmation 

O 

of all the available data in this connection and constiucted combined 
financial statemenis foi different tvpes of coopeiatives by adopting 
uniform classihcation The different tvpes of cooperative institutions are 
classified into two categories, vi 7 , credit societies, non-credit societies 
and the saving and investment estimates of each categorv are derived 
separatelv from the coriesponding hnancial statements 
The figures of net profit 01 loss given in the Hnancial statements are 
taken to represent the net saving as also the income of the various tvpes 
of cooperatives Inv^estment in land and buildings as well as plant and 
raachinerv is added to the inventory investment represented bv the net 
increase in the value of stocks held at the end of the year to derive 
the investment estimates of the cooperatives Investment in land could 


1 relating to the Cooperative Moi>ewent jn fntiiat 
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not be separated for want of detailed mformaiion Again no distinction 
IS made between gross and net estimates of saving oi investment as no 
usable data on depreciation are available 
Table 431 presents the saving and investment estimates of all coopera- 
tive institutions opeiating in tlic countiv The data suggest that the 
amounts involved aie not substantial The senes shous uide lluctuations 
during the period iindei studs 

. Forfign Branthfs 

The savinc: and insestment estimates of foreign blanches are derived 

C* O 

b} the National Council fiom the data published In the Reserve Rank 
of India in its suiveys of India’s Foieign Liainhties and Assets The 
estimates are presented in Table 4 4 1 

Aggrfgate Estimatts 

A comparison of the saving estimates of tlie National Council and the 
Reseive Bank is given in Table 451 It should be noted that the 
NCAER estimates aie befoie inventon valuation adjustment so iliat thev 
can be directly compared with the Reseive Bank estimates The differ- 
ences between the two estimates are significant for the vears 1951-52 and 
1952-53 which can somewhat be reduced if the data for the two vents 
are taken together The Bank estimates for the veais 1954-55 to 1956-57 
appear to be substantially at a highei level ns compared to the National 
Council estimates 
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L S I 1 M A T E S OF GOVERNMENT SAVING 

I 

Ih£ Clmrm and StaLe Govcinmenis, ihe Local Auihoiiucs, the Go\- 
cinmcnL bLaLuioiy Coipoiauonj? and the Go\ eminent Registeied Com- 
panies foini the different segineiits ol the Goveininent sector as defined 
foi the pm poses of this study hor these bodies the estimates aie sepa- 
iatcly dciivcd and then aggregated to .iiiive at the total saving and invest- 
ment attributable to the Gorernment sectoi 

P U IILIC AU I HORl 1 ILS 

lire best r\ay to derive saving and investment estimates of the public 
authoiities is to eonstuiet a complete statement showing Gorernment 
expenditures by economic.illv meaninglul categories This process of 
leeonstiuetmg Government aceounts is known as economic clarification 
of Government accounts The Ministr) of I'lnancc, Government of India, 
has undei taken in recent sears a complete and comprehensive analvsis 
of Central Govcinment accounts adopting concepts applicable to economic 
classification AiLempts aie also made by the Ministry to extend economic 
classification to the finances of the Slate Governments 

Fuithci some leseaich oigani/ations and individuals have also “been 
.iLLcnipiing to icconsiiucL the Government accounts The National 
Couned has combined tire economic classification with the junctional 
classification and has completed analvsis of Government accounts for one 
)C.n ’ The cHoiis of vaiious organwation in this direction will give 
icscaiclicis bcttei knowledge of the financial operations of the Gov- 
cinment at a latci stage However, as at this time, the most coinpie- 
iicnsivc soincc fiom which fanlv reliable cstnnaics of Government 
saving and mvcstmcni c<m be obtained and which will confoim to 
economic concepts as far us possible is piovidcd bv the work of the 
Ccniial Statistical Oigamsation in this field 

^ i (onomi(-l nmtianul Cl(is\ificatii}n of Ccritial and Stale Govonment Budget':, 
^<allonal Council of Applied Economic Rcseaich, New Delhi, 1960 
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Ihc National Income Lnu (Mb) oi the Genual btaiistical Organ, w 
lion has been analysing ihc bmigci statements of the Central and Slate 
Oovcrninents as well as the annual leports of the Local Auihoniics in 
oidci to assess the lolc of Goscinmcm's shaic in national income and 
cxpendituic This anai\sis p,o\,dcs infoimaiion sepaiatcly on the 
cuiienr and capii.d iransaciions of the adnnmstiaine departments and 
dcpaitmcntal comineicial undcuakings of all public authorities for the 
period J 9 .i 8 . 4 y tlnough ’ The cunent accounts of public auiho 

Jilics gHe fani\ detailed bicakdouns of icscnuc and expenditure but 
such dciaiK aic not available in ihc capital accounts --Vlso, no distinc- 
tion IS made on tht levcnuc side of the capital account between adminis- 
tiaiivt departments and depaiimcnial commercial eiiLet prises The 
Central Stattsucal Oigainsaiion, howcnci, published icccnll) details 
icgarding fixed capu.d foimation, investment in inveniones and the 
maintenance expendmne of the Genital and Slate Goveinmenis as well 
as the Local \uthoiiues' \n independent analvsis gnmg the bicak- 
downs of gross capital foimation in the public sccioi nas also made b)" 
13r S (. liu.in in a jiapei submiucd to the Second Indian Conference 
on Rt^earch in National Income^ 

The chita ns available in the Nib icpoits no doubt suffer horn a seixous 
di an back in \icn of ific fact that uhcicvcr sufhcicnt details are not 
available terlain laiios aic used foi csinuation 'I he covciage lor Local 
Authonties in pariiculai is not complete as data in most of these eases 
arc not available in detail and the coircsponding estimates as included 
in the above icjDorts arc suspect in this respect In spile of such Imuta- 
Lons the NIU anai)sis is prcfeiicd in this studv as the data available 
in othci «omccs aic not compichcnsiv'c enough to piovidc a unifoini 
basis for economic classi(ic<ition of the financial opciations of all public 
authonties 

The sav ing^ cstiimitcs of the public autlioiiiics aic derived sepaiatcly 
loi administiativc dcpaiimcnts and departmental coimncrcial enterprises 
fiom then icspcciivc current accounts as given in the NIU repot ts The 

of ,\atwn(il Income, CciiUal Suustical Oiganisauon, Cabinet Sccrctaiiai, 
Oovernment of India 

^ Gross Capiial loimalion of Public Aulhoriucs , Monthly Ab-iltnct of biaUsltcs 
<aitiai Siaiistical Organisnlion, Cabinet Sccietaiiai. Govcnimeiit of India 

"Di S G Invan ‘ Gros-, Capita, loimation in the Public 6eetoi in India fioin 
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iiivcsLiuciiL cslinialcb, on ihc oihci hand, aic oblamcd fioin the eapil.il 
account ol public authorities 

The calculation of dcpieciation on capitalizable assets ol the C>o\ciu- 
ment poses a piobleni as no icliable data aie available Ihc NIU 
analysis piovidcs information on maintenance e\pendituic of all public 
authoiiLies and the piovision ioi maintenance and depreciation on capital 
assets of depaitmcnial comineicial enieipviscs onh The estimates of 
maintenance expenditure as given in the capital account of public autho 
rities relate mostly to capital expcndituics on leneuals .iitd icplaccmcnts 
These estimates, aftei certain adjustments as discussed below, arc assumed 
to repiesent depieciation incuncd on all Fixed .issets ol the Gosernment 
This assumption may not be entneh justified but theie exists no better 
alternative 

The difteiential tieatment ol dcpicciation prosision and maintenance 
expendituie also poses a conceptual pioblcm uhilc deiiving the gioss and 
net estimates of saving and investment of public atitlioiiiics. The net 
saving of public authoiitics can be measured as net siiiplus on current 
account after providing foi dcpicciation and maintenance nhilc the gross 
estimate can be dciived fiom net saving by adding the maintenance 
expendituie Alteinativch the suiplus of cuiicni iiKomc over cuiicnt 
expenditure, the lattei excluding the piovision foi depreciation and main- 
tenance, can also be taken as a mcasuic of gross saving from which the 
maintenance expenditure could be deducted to arrive at net saving The 
distinction between the two methods lies in the fact that the provision 
made for depreciation and maintenance dilfcis from the dcpicciation 
actually incuired on fixed assets Hovvcvci, in the case of adinmistrativc 
departments no such distinction is possible as data on only the main- 
tenance expendituie aic available Consequently, the latter method has 
been uniformly adopted in this study to estimate saving of all public 
authorities 

Ceitain adjustments are, howcvci, made in the current and capital 
accounts of public authoiities as given in the NIU analysis, bcfoic utih/ing 
them to estimate saving and investment The capital cxpcndituies of 
public authoiitics aic grouped in the NIU icpoits under tw'o heads, viz, 
outlay and maintenance The formei lelatcs to new outlay while the 
latter represents all capital expenditures on renewals and replacements 
as also curient repairs and maintenance Conceptually such current 
expenditures on repairs and maintenance should be excluded from the 
capital account In the case of the commercial enterprises there is no 
problem as the repoited maintenance expendituie i elates only to lenewals 
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and rcplacciiicniv ■wlicrtab in the ease of the adminibti alive dcpaitmcnls 
cuneni costs aie also included and hence the icportcd figuics of main- 
icnancc arc to be sunabh .idjusicd It is, ihciefoic, assumed on the 
basis of tile infoiniaiion supplied b) Di i n\an in his papci lhai only 
isso thirds of the maintenance cvpcndituie of the adimnisiiativc depart- 
nicoLs gisen m the capital actomn of public auihoniics represent actual 
tenets ah and rcplatcmems, the icinaining one-thud being treated as current 
CKpenditure and hence tiansfcricd to the cm rent account The estimates 
of outlay as given in the capital account of public authorities are taken 
to represent the net nucstment of administrative departments and 
depaitmcnial cniei puses and the maintenance expenditure as adjusted 
above is added to deuve the estimates of gioss investment It may be 
pointed out hcie that iinenion nnesimiciu in policy stocks of raw 
maicriaJs h not included in the esimiaics of investment of public 
all thou lies 

Again, the current account of the xidministiative departments includes 
on its revenue side the opeialing surplus transfericd from the current 
account of the departmental conimeicial enterprises This surplus is in 
fact an item of saving of the depaitmerital enterprises and hence the 
cuuent accounts of the administiaiivc dcpaiinients and departmenta 
enterprises as given in the NIU icporis aic suitably adjustc or i ns 
tiansfu Item and saving of the admimsiraiion is mcasuied net of the 

opcraiintt sin plus of the enterprises 

The eslnnjici ol Govcriimc.a dr.i(t on pri^alc nnomc ab given in he 
NTU anahsis arc taken to rcpicscnt the tncoinc of aU public authonucs 
The dau on saving, iiivcsliiicnl and iinoiiic of public aulhoritics are 

given in Tables 511 to 5 1 3 

GovLRXMLNJ CORI'ORMIONS 

The Government sututoiv corpoialions and tin Govcrinnein 

companies have assumed considerable iinpoi lance f ""8 

1 A lioKcrve Bank, the Slate Bank, the Lite insurance 

pendcnce period The Reserve iia > ^tatc Financial 

Corporation, the corpoialions identified in this 

Corporations arc the sLutory corporations relate 

study. The estimates of the International and the Indian 

only to two corporations, ' ^ ^ is available on the other 

Airlines Corporation, as no lelu significant The 

corporations but the companies registered under the 

Goveinmeni registered companies are F 
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" Represents only 2/3 of the reported figures, the remaining 1/3 being assumed to be expenditure on minor repairs and 
maintenance and transferred to current account 

Source Estimates of National Income, Central Statistical Organisation, Cabinet Secretariat, Government of India 
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Indian Companies Act but owned and managed by the Government, 
these comprise both financial and non-financial concerns The estimates 
of saving and investment presented under this category relate only to 
the non-financial companies while the estimates of the financial com- 
panies (vshich are two in mimbci) aie merged wnth those of the non- 
Gosemment financial corporations presented in Chapter 4 

Saving and investment of the statutory corporations and the Govern- 
ment registcicd companies aie estimated from their balance sheets or 
income expenditure statements For the statutory corporations the 
information contained in the banking statistics published by the Reserve 
Bank and Dr S G Tman’s study of the capital formation in the public 
sector aic used to supplement the data obtained from their financial 
statements 

The National Council undertook a comprehensive analysis of the 
finances of almost all Government non-financial companies for the ten 
>ear period, 1948-41) through 1947-58 The concepts and techniques 
adopted in this analysis of the balance sheets and income-expenditure 
statements of Government companies are the same as those adopted for 
the National Council nnalvsis of the finances of small companies discussed 
in the previous chaptei The combined balance sheet and income-expen- 
diture statement of all Government registered non-financial companies 
prepaied on the basis of this analysis provided the basic information on 
sasing and investment of these companies In this connection, it may be 
mentioned that most of the Government companies adopted the fiscal year 
as the accounting period and no adjustments are attempted m those cases 
where the accounting period is diffeient 

Net saving in all cases is identified with retained earnings as derived 
from the income-expenditure statement while gross saving is derived by 
adding depreciation to net savung Investment is estimated from the 
balance sheet data and is comprised of investment in buildings, plant 
and machinery and other fixed assets as well as inventories The esti- 
mates of depreciation aie also obtained from the financial statements 
Where no data on depreciation are available, as is the case with the 
statutory financial corporations, no distinction is made between the net 
and gross estimates 

The estimates of total saving and investment of all Government corpo- 
rations are presented in Table 521 
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Piofits letained 

bv foieign controlled companies 21 
24, 6fa 68 

by government legistered companies 

33. ’8i 

by non goveinment financial coipoia 
tions 33, 33, 68. 153 
b) non goveinment nou-financial cor 
poiations, 33 49, 33, 68, 153 
Pi evident Funds 

as a foim of conti actual saving, 95 
individuals’ saving in, 10, 36, 44-46 
93 gb-ioo 

Provident Societies 74, 73, gj, 156 



INDEX 


187 


Real Estate, investment m see Housing 
' & Construction 

Replacement Cost, Valuation of depre- 
ciation on, 7, 8, 24, 28, 38, 39, 64, 124 
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